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By SECRETARY HULL 


N behalf of President Roosevelt and on my own be- 
half, | welcome you to Washington. In the name 
of both of us, I desire to offer some brief remarks on 

the opening of this important meeting. 

The series of conversations which we initiate today marks 
another step toward establishing a lasting system of organized 
and peaceful relations among nations. We meet at a time 
when the war is moving toward an overwhelming triumph 
for the forces of freedom. It is our task here to help lay the 
foundations upon which, after victory, peace, freedom, and 
a growing prosperity may be built for generations .» come. 

The very character of this war moves us to search for an 
enduring peace—a peace founded upon justice and fair deal- 
ing for individuals and for nations. We have witnessed—and 
are witnessing today—the sweep of forces of savagery and 
barbarism of the kind that civilized men hoped and believed 
would not rise again. Armed with the weapons of modern 
science and technology and with equally powerful weapons 
of coercion and deceit, these forces almost succeeded in en- 
slaving mankind because the peace-loving nations were dis- 
united. During the years while these aggressors made their 
preparations for attack, the peace-loving nations lacked both 
unity and strength because they lacked a vigilant realization 
of the perils which loomed before them. These forces of evil 
now face utter defeat because, at long last, their intended 
victims attained the unity and armed power which are now 
bringing victory to us. 


Lessons OF DIsuNITY 
The lessons of earlier disunity and weakness should be 


indelibly stamped upon the minds and hearts of this genera- 
tion and of generations to come. So should the lessons of 


unity and its resultant strength achieved by the United Na- 
tions in this war. 

Unity for common action toward common good and against 
common peril is the sole effective method by which, in time of 
peace, the nations which love peace can assure for themselves 
security and orderly progress, with freedom and justice. In 
the face of what modern war means to the physical and moral 
being of man, the maintenance of such unity is a matter of 
the highest and most enlightened self-interest. In the final 
analysis it is, first and foremost, a thing of the spirit. 


Peace, like liberty, requires constant devotion and ceaseless 
vigilance. It requires willingness to take positive steps to- 
ward its preservation. It requires constant co-operation 
among the nations and determination to live together as good 
neighbors in a world of good neighbors. Peace requires an 
acceptance of the idea that its maintenance is a common in- 
terest so precious and so overwhelmingly important that all 
differences and controversies among nations can and must 
be resolved by resort to pacific means, 

But peace also requires institutions through which the will 
to peace can be translated into action. The devising of such 
institutions is a challenge to the wisdom and ingenuity of 
men and women everywhere. That is why the United Na- 
tions, in the midst of a relentless prosecution of the war, 


have been working together to create the institutional foun- 
dations for a just and enduring peace. 


Joint Use or Force 


These foundations must support arrangements for peaceful 
settlement of international disputes and for the joint use of 
force, if necessary, to prevent or suppress threats to the peace 
or breaches of the peace. They must also support arrange- 
ments for promoting by co-operative effort the development 
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of conditions of stability and well being necessary for peace- 
ful and friendly relations among nations and essential to the 
maintenance of security and peace. These are basic problems 
of international organization. 

Substantial progress has already been achieved through the 
food and agriculture conference, the conference on relief 
and rehabilitation and the financial and monetary conference. 
These and other similar steps are indicative of the profound 
desire of the United Nations to act together for advancing 
the well being of their peoples. They have been achieved by 
united effort of more than forty nations, large and small. 

The governments represented here are fully agreed in their 
conviction that the future maintenance of peace and security 

the supreme objective of international co-operation—must 
be a joint task and a joint responsibility of all peace-loving 
nations, large and small. They solemnly proclaimed this 
conviction in a declaration of their foreign ministers at Mos- 
cow on October 30, 1943. It can not be emphasized too 
often that the principle of the sovereign equality of all 
peace-loving states, irrespective of size and strength, as 
partners in a system of order under law, must constitute the 
foundation of any future international organization for the 
maintenance of peace and security. 


Cites Moscow DECLARATION 


In the Moscow declaration each government also assumed 
its share of responsibility for leadership in bringing about 
the creation of an international organization for this pur- 
pose through joint action by all peace-loving nations. Success 
or failure of such an organization will depend upon the de- 
gree to which the participating nations are willing to exercise 
self-restraint and assume the responsibilities of joint action 
in support of the basic purposes of the organization. There 
must be agreement among all whereby each can play its part 
to the best mutual advantage and bear responsibility commen- 
surate with its capacity. 

It is generally agreed that any peace and security organi- 
zation would surely fail unless backed by force to be used 
ultimately in case of failure of all other means for the main- 
tenance of peace. That force must be available promptly, 
in adequate measure, and with certainty. The nations of the 
world should maintain, according to their capacities, sufficient 
forces available for joint action when necessary to prevent 
breaches of the peace. 

For a long time before the Moscow conference, and espe- 
cially during the months which have elapsed since that con- 
ference, each of our governments has been making diligent 
preparations for an effort to reach the agreement to which 
| have just referred. We have committed our tentative 
thoughts to writing, and each of us has had an opportunity 
to study the results of the work done by the others. All this 
should make easier the task which is now before you of reach- 
ing a concensus of views which you can jointly recommend 
to your respective governments. 

It is the intention of the government of the United States 
that after similar consultations with the government of 
China, the conclusions reached will be communicated to the 
governments of all the United Nations and of other peace- 
loving nations. 


Pusiic DEBATE PRoPosED 


It is our further thought that as soon as practicable, these 
conclusions will be made available to the peoples of our 
countries and of all countries for public study and debate. 
We are fully aware that no institution—especially when it 
is of as great importance as the one now in our thoughts— 
will endure unless there is behind it considered and complete 
popular support. The will to peace must spring from the 


hearts and minds of men and women everywhere, if it is to 
achieve enduring peace. 

For us in the United States, it is as natural as it is de- 
sirable that we gather around a table with the representa- 
tives of other nations to devise means for maintaining peace 
and security. No passion runs deeper in the thoughts of 
the people of this country than the belief that all men should 
enjoy liberty under law. It has been our faith from the be- 
ginning of our nation, it is our dream for the future, that 
every individual and every nation should attain freedom and 
the security to enjoy it. The people of this country are now 
united as never before in their determination that the 
tragedy which today is sweeping the earth shall not recur. 

The people of all the United Nations are hoping and pray- 
ing for the opportunity to build anew toward a system of 
decent and just relationships among nations. Their noblest 
capacities and their highest skills have been divested from the 
creative pursuits of peace to the grim and terrible tasks of 
battle. ‘hey see the destruction of their homes and the 
resources of their lands. They will not be content with a 
precarious peace. Their sacrifices can only be rewarded by 
the fulfillment of their reasonable hopes. 

It is the sacred duty of the governments of all peace-loving 
nations to make sure that international machinery is fash- 
ioned through which the peoples can build the peace they so 
deeply desire. The President is confident, and I share his 
view, that this thought will zovern the deliberations which 
you are now undertaking. 


By SIR ALEXANDER CADOGAN 


The discussions which open today arise out of Article A 
of the Declaration of Moscow, in the framing of which Mr. 
Hull played such a notable and prominent part. We have 
listened with admiration to the wise and powerful words 
with which he has initiated our labors, and we are, I know, 
all profoundly grateful to him for his indefatigable efforts 
in the cause of international understanding. Of him it may 
be said that he embodies in his own thought and person the 
qualities which have been responsible for the creation and 
the development of the country which he represents. 

To the Soviet government, too, we all have reason to be 
grateful. It was, I think, on M. Molotov’s initiative that 
the decision to hold these discussions was taken; and it was 
evident from their attitude at the time of the Moscow con- 
ference that the Soviet government attached the highest im- 
portance to the establishment of a system designed to prevent 
a recurrence of Nazi and Fascist aggression. 

My government, for their part, have from the outset fav- 
ored such discussions as these and have done their best to 
facilitate them. We have expressed our provisional views in 
the papers which have been circulated, and are most happy to 
find that in the papers of all three governments there is such 
a large measure of agreement. 

There seems, in fact, to be a general will on the part of 
what are at present the three most powerful states in the 
world to achieve some kind of world organization, and, what 
is more, to achieve it soon. That should itself be a good 
augury for the success of our labors. 


Hopes ror AGREEMENT 


Chinese statesmen also have declared their wish to join in 
the establishment of such an organization, and I am confident 
that the subsequent discussions with the Chinese delegation 
will show that there is a community of aim on the part of the 
most populous and ancient of our civilizations. We shall 
thus, I hope, be able to achieve aggreement on principle be- 
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tween officials from states comprising about half the inhabi- 
tants of the globe, and from states moreover whose com- 
bined power and determination is now playing so prominent 
a part in overthrowing the sinister forces of evil, which only 
a few years ago came near to dominating all mankind. 

The victory of the United Nations, whenever it comes, 
must be complete, the military defeat of the aggressors must 
be made clear beyond all doubt, and most of all to the Ger- 
man people themselves and those responsible for the wanton 
outrages that have horrified the civilized world must receive 
their just retribution. On that basis we may hope to build 
more securely for the future. In 1919 there was a wide- 
spread feeling in many Western countries that force was in 
itself an immoral thing: Now there is a much more wide- 
spread conviction that it is only by the victors remaining 
both strong and united that peace can be preserved. We 
have, I believe, learnt many salutary lessons during the last 
few years. 

SMALL Nations INCLUDED 


We are met here to plan a system which will enable indi- 
vidual nations to co-operate effectively for the common good. 
Individual nations, small and great, must be the basis of our 
new world organization; and our problem is to construct a 
machine which will give to each of them the responsibilities 
commensurate with its power. This is no light task, but it 
can be accomplished. No one wishes to impose some great- 
power dictatorship on the rest of the world; but it is obvious 
that unless the great powers are united in aim and ready to 
assume and fulfill loyally their obligations, no machine for 
maintaining peace, however perfectly constructed, will in 
practice work. On the other hand, even Hitler has surely 
learnt by now, what we ourselves have long known, that it is 
not by riding rough-shod over the smaller powers that the 
vital interests of the larger can in the long run best be pro- 
tected. 

Another lesson I submit we may learn from experience is 
that we should not attempt too closely to define what is 
perhaps undefinable. As I have already said, no machine will 
work unless there is, at any rate on the part of the great 
powers, a will to work it; and equally even an imperfect 
machine may function satisfactorily provided such a will 
exists. We might do well, therefore, to concentrate on cer- 
tain guiding principles and on certain basic institutions, 
rather than on a set of detailed regulations, which, however 
ingeniously drafted, will probably have to be revised in the 
light of subsequent experience. 


One other consideration I would put before you: we must 
remember that peace, in the negative sense of absence of 
war, is not enough. No world system can endure unless it 
permits of growth and unless it tends to promote the well 
being of humanity as a whole. Hence, however we may fit 
the various non-political world organizations into our gen- 
eral system, we must attempt to discover means whereby the 
expanding force of modern scientific discoveries is turned into 
constructive rather than into destructive channels. For this 
reason we must arrange for at least a measure of co-ordina- 
tion between the various functional organizations now 
created or to be created, and in some way gear them to our 
world international machine. All I would emphasize here is 
that we should always recognize that, if there is acute poli- 
tical instability, no economic or social organizations will 
function successfully, and, on the other hand, let us never 
forget that acute discomfort in the economic and social field 
will constantly hamper the smooth operation of the best 
political plans. In other words, freedom from fear and 
freedom from want must, so far as human agency can con- 
trive it, move forward simultaneously. 


TaLtKs ON ty EXPLORATORY 


In conclusion, I must, for my part, emphasize that the 
working party from the United Kingdom is recruited from 
the humble official level. From that it follows that, so far 
as we are concerned, these talks are necessarily exploratory 
and non-committal. Within these limitations we will make 
the best contribution we can, and I can pledge every one of 
us to devote his best energies and such knowledge and ex- 
perience as he possesses to the search for agreed recommenda- 
tions for submission by our governments, if they approve 
them, to all the other United Nations. We may take comfort 
in the fact that, as will be seen from the memoranda already 
circulated there is already much common ground. 

Let us also not forget the time factor. Events are moving 
fast and peace may come sooner than some expect. It would 
be folly to delay the construction of at least some framework 
of future international co-operation until the problems of 
peace confront us with all their insistency. Moreover, the 
time even of officials is limited. If, therefore, we are to 
establish the points on which there seems to be provisional 
agreement, we must work fast and well. 

Much depends on our efforts, and some give and take will 
probably be required. Let us go forward with a full sense of 
our responsibilities, not only to our own nations but to the 
world at large. Let us go forward above all with the de- 
termination to produce a scheme worthy of the men and 
women of the United Nations who are giving their all to 
make possible the construction of a better world. 


By AMBASSADOR GROMYKO 


The present meeting is the first meeting of exploratory 
discussions between representatives of the United States, 
Great Britain and the Soviet Union on the establishment of 
an international security organization. I fully share the 
thoughts expressed by Secretary Hull in regard to the im- 
portance of the present discussions. The peoples of our 
countries are waging a life-and-death struggle against the 
worst enemy of humanity—Hitlerite Germany. This struggle 
has already cost our countries, as well as many other free- 
dom-loving countries of the world, heavy human and material 
sacrifices. Waging a struggle for its freedom and independ- 
ence, the people of our three great nations are also saving 
the freedom and independence of other freedom-loving 
peoples of the world. As a result of the combined efforts 
of the Allies, our common foe—Nazi Germany—is nearing 
its inevitable catastrophe. Our brave warriors are squeezing 
the enemy from the east, west and south. As a result of the 
latest offensive of the Red Army military operations are 
already being carried to enemy soil. The time is not far off 
when the combined efforts of the freedom-loving countries 
of the world and, first of all, the efforts of our nations, will 
bring a complete and decisive victory and will force Nazi 
Germany to her knees. 


War's PREVENTION SOUGHT 


In view of the heavy destruction and countless sacrifices 
which the present war has brought to humanity, the freedom- 
loving peoples of the world are naturally looking for means 
to prevent repetition of a similar tragedy in the future. They 
have shed too much blood and made too many sacrifices to be 
indifferent to their future. That is why they are striving to 
establish an international organization which would be ca- 
pable of preventing a repetition of a similar tragedy, and of 
guaranteeing for the peoples peace, security and prosperity in 
the future. Members of such an organization can be, as it 
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is said in the four nations’ declaration signed at the Moscow 
conference on Oct. 3, 1943, all big and small freedom-loving 
countries of the world. All of us are glad that one of the 
distinguished participants of the Moscow conference, Secre- 
tary Hull, is among us at the present meeting. 

It yvoes without saying that in order to maintain peace 
and security it is not enough to have the mere desire to 
harness the aggressor and the desire to apply force against 
him if it should be demanded by circumstances. In order to 
yuarantee peace and security it is absolutely necessary to have 
resources with the aid of which aggression could be prevented 
or suppressed and international order maintained. 


Musr Use Aut Resources 


In the light of the above, it becomes clear what responsi- 
bility falls to the nations, members of the future security 
organization and especially to the nations which bear the 
main brunt of the present war, and which possess the neces- 
sary resources and power to maintain peace and security. 
That is why all those to whom freedom and independence 
are dear cannot but draw the conclusion that this freedom 
and independence can be preserved only if the future inter- 
national security organization will, in the interests of the 
freedom-loving peoples of the world, use effectively all re- 
sources in possession of members of the organization and, first 
of all, the resources of such great nations as the Soviet Union, 
the United States and Great Britain. 

The unity displayed by these countries in the present 
struggle against Hitlerite Germany and its vassals gives 
ground for certainty that after final victory is achieved these 
nations will cooperate in maintaining peace and security in 


the future as they are co-operating at the present time in 
saving humanity from enslavement by the Fascist barbarians. 
In this noble striving our countries naturally cannot but 
find support on the part of the other United Nations, big 
and small, which will be participants of the international 
security organization, which will be based on the principle 
ot the sovereign equality of all freedom-loving countries and 
which will bear joint responsibility for the maintenance of 
peace. 
PosirivE ResuLts EXPECTED 


The unity of the Allies displayed in the struggle against 
the common toe and their striving to maintain peace in the 
future is a guaranty that the present exploratory discussions 
will bring positive results. They are the first step leading 
to the erection of a building in the foundation of which all 
freedom-loving peoples of the world are interested—for an 
effective international organization on maintenance of peace 
and security. 

In closing I consider it necessary to note the initiative 
taken by the government of the United States in calling 
the present conference. The Soviet delegation is glad to 
begin discussions with the American delegation headed by 
Edward R. Stettinius, with whom I have had the pleasure 
since 1941 of meeting and discussing at different times vari- 
ous matters of mutual interest, and also with the British 
delegation headed by Sir Alexander Cadogan. I have no 
doubt that in the course of the present discussions the repre- 
sentatives of the three nations will conduct their work in a 
spirit of mutual understanding and in a friendly atmosphere 
which cannot but add to the successful outcome of the 
discussions. 


Removing the Menace of Japan 


REPORT ON PACIFIC TRIP 


By FRANKLIN D. ROOSEVELT, President of the United States 
Delivered at Puget Sound Navy Yard, Seattle, Wash., August 12, 1944 


ADIES and gentlemen, officers and men of the Puget 
Sound Navy Yard: I am glad to be back here in 
well-known surroundings, for, as you know, I have 

been coming here off and on ever since I was Assistant Secre- 
tary of the Navy beginning in 1913, and that’s over thirty 
years ago, 

It’s nearly about four weeks ago since I left Washington, 
but at all times I have been in close touch with the work 
there and also in daily communication with our forces in the 
European and Far Eastern theatres of war. 

Since my first visit here at Bremerton nearly two years 
ago I have been happy at all times to know of the splendid 
progress that is being maintained—kept up—both here and at 
many other places on the Coast, progress in turning out 
ships and planes and munitions of almost every other kind 
and in the training of men and women for all the armed 
forces. 

So I have thought that you would be interested in an 
informal summary of the trip I have just taken to Hawaii 
and from there to the Aleutian Islands and Alaska, from 
which, when I get across the Sound, I am about to step foot 
on the shore of the continental United States again. 

When I got to San Diego three weeks ago I spent three 
days before going on shipboard. I had the opportunity at our 
southern end of the Pacific Coast to visit many of the patients 
in the large hospitals there, a large number of these patients 


having just come back from the fighting in the Marshall 
Islands and the Marianas. 

And I also witnessed a large practice landing operation on 
the beaches of Southern California, between Los Angeles and 
San Diego. 

It’s a kind of warfare that has been most successfully de- 
veloped by us during the past two years. It’s a warfare of 
a highly new type calling for all kinds of new equipment 
and new training. 

And I think I can safely say that no other nation in the 
world has worked it out as successfully as we have—the way 
we have shown it within the past few weeks in the capture 
of Saipan and Tinian and the recapturing of Guam, an effort 
which is resulting in new threats against Japan itself and 
against all of their operations in the Southwest Pacific. 

You know, it takes a personal observation—you’ve got to 
see things with your own eyes, such as I saw from a high 
bluff right on the coast overlooking the shore below—to 
understand how well the application of experience in war is 
being carried out. 

The landing craft, a wholly new type of ship, one we 
didn’t dream of two years and a half ago, came to the beach 
from the transports that were lying offshore under cover of 
a fog. 

They came on in waves, the marines and the infantry 
getting the first toehold, followed by other waves and then 
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by all manner of equipment, ammunition and wire and 
tanks, all protected by air coverage and preceded theoreti- 
cally—because I wouldn’t be here today if it was real—by 
a devastating bombardment from heavy ships lying offshore. 

When the beachhead was obtained to a depth of a mile 
or two there followed the unloading of great quantities of 
supplies and stores of all kinds, including tanks and trucks 
and jeeps. 

Timing—that’s why we have to practice this—timing is 
of the utmost importance. Any operation of this ‘kind has 
to be carried out click-click-click, right on schedule, to- 
gether with instantaneous communication both radio, the 
written kind and voice from the shore to the ships and to the 
planes themselves. 

Here was demonstrated the perfected cooperation between 
all the services—Army and Navy and Marines, and to this 
should be added the teamwork for the immediate care of the 
wounded—in the case I saw it was the theoretically wounded 
—and the quick transfer of them back to the hospital ships. 

We in our comfortable homes, I think, ought to realize 
more than we do that to all troops and Marines who are to 
conduct a new landing expedition on some far distant island 
in the Pacific, as well as on the coast of France, this am- 
phibious training is being given at a number of places in the 
United States before the expedition ever starts. 

Hundreds of instructors are required, nearly all men who 
have participated in actual combat operations beforehand, 
and many of these instructors, most of them, indeed, will, 
of course, accompany the troops in the actual operation of the 
future landings. 

The cruiser, which is on its way to another place, the 
cruiser on which I went from San Diego to Honolulu, is 
one of a number of what we call post-treaty cruisers, much 
larger, more powerful and faster than the pre-war cruisers, 
which were limited by the old treaties to 10,000 tons. 

This particular ship on which I voyaged joined the Pacific 
Fleet less than a year ago in the Western and Southwestern 
Pacific. Here is a magnificent record. Her skipper and 
crew have brought her through all of these many offensive 
missions unscathed, fifteen of them, fifteen battles. 

And because of the experience that she has gained and 
that they have gained she is an even more powerful weapon 
than she was the day that she joined the fleet. 

Well, the voyage was uneventful and we arrived at Pearl 
Harbor on July 26. And here may I just add a word of 
appreciation to the press and the radio of our country. You 
know we have a voluntary censorship, purely voluntary. I 
want to thank them for the protection and the security which 
they gave to me and to my party at a time on this trip when 
nearly all the time I was within easy reach of enemy action. 

The press association and some of the newspapers natur- 
ally refused to publish the facts which they got from local 
friends who had heard of my arrival, my trip around the 
Hawaiian Islands—from local friends whose sons out there 
had written home about it—and the newspapers didn’t print 
it. That is a modern marvel. 

Well, I got there on the twenty-sixth of July and what an 
amazing change since my visit there ten years ago, a bigger 
change than a comparison between the Puget Sound Navy 
Yard of today with what this was ten years ago. 

But out there at that time Pearl Harbor had maintained 
a steady growth as this yard has, so that today it is capable 
of making repairs to the heaviest ships, and employs a force 
nearly ten times as great as it did then. And, incidentally, 
very many of that force came straight there during the past 
two years and a half from the West Coast. 

All of the battleships and smaller craft that were sunk or 
damaged in the attack on Pearl Harbor on the seventh of 





December, 1941, have been raised with the exception of the 
Arizona. In her case, because of the explosion in her forward 
magazine, salvage was impossible. But again in her case, the 
main battery of heavy guns was removed and remounted and 
now forms part of the coastal defenses of the island of Oahu. 

All of the other ships are afloat, most of them having been 
put back into commission here at Puget Sound, and nobody 
will ever forget that. 

And, incidentally, the ships that you put back into com- 
mission, what you did to them in the process, has made of 
them vastly more powerful ships, better ships, with more 
gun power than they had before they were sunk. 

And that’s one thing that I'll never forget, the way that 
sunken fleet was set afloat again and has gone over the world 
in actually carrying out the plans of this war. 

They’ve been in service, they’ve been in action, in the 
Pacific and elsewhere. Indeed, one of them, I think it is the 
Nevada, took part in the bombardment of the coast of Nor- 
mandy during and after the landing operations there on the 
sixth of June this year. 

I spent three days on the Island of Oahu, and everywhere, 
as at the Navy Yard, the war activities have multiplied al- 
most beyond belief. 

On the afternoon of my arrival my old friend Gen. Doug- 
las MacArthur arrived by air from New Guinea and we 
began a series of extremely interesting and useful confer- 
ences, accompanied by Admiral Nimitz and by my own Chief 
of Staff, Admiral Leahy, who stands beside me now, and 
General Richardson, the commanding general of the Army 
forces in the Hawaiian area and Admiral Halsey, com- 
mander of the Third Fleet. 

In the three days we were there we talked about Pacific 
problems and the best methods of conducting the Pacific cam- 
paign in the days to come. These discussions developed com- 
plete accord both in the understanding of the problem that 
confronts us and in the opinion as to the best methods for its 
solution. 

All of us must bear in mind the enormous size of the 
Pacific Ocean, the Pacific area, keeping a mental map of the 
world constantly in mind. The distances are greater there 
than anywhere else on earth. 

In the old days the Hawaiian Islands used to be considered 
an outpost. We were not allowed to fortify Guam, nor did 
we fortify Wake, or Midway or Samoa. 

Today the Hawaiian Islands are no longer a mere outpost. 
They constitute a major base from which, and from the 
Pacific coast, front-line operations are being conducted twice 
as far away as the distance between the coast and Hawaii 
itself. 

The Hawaiian Islands have helped to make possible the 
victories at Guadalcanal and New Guinea and the Marshalls 
and the Marianas. The island will make possible future 
operations in China—will make possible the recapture and 
independence of the Philippines and make possible the carry- 
ing of war into the home islands of Japan itself and their 
capital city of Tokyo. 

In a few minutes I think it will interest you if you will let 
me say a few additional words about the future of the 
Pacific. 

But first, during the rest of my stay in Hawaii, I visited 
the many activities, including the great airfields, the hos- 
pitals and an ambulance plane at Hickam Field which had 
just flown in with wounded men from Saipan. I reviewed 
the Seventh Division, which has made such a splendid record. 

I saw a large Army group that was going through a com- 
plete course in jungle warfare—they have to do it there be- 
cause we haven't got any jungles around here—jungle war- 
fare, an art which we have developed so expertly that our 








ome 


2 gle A A A tA A ID ae 
yee rakes : 


sb eine: 
ran 
- 


680 


Vital Speeches of the Day 





troops are more than a match in the jungle for any Japanese 
whom we have met yet. And they’re proud of all of this 
basic training and the final training of our sons. All that 
they’re getting both at home and when they get near the 
front. 

After rejoining our ships we headed for the Aleutian Is- 
lands. I had read about them, but I’d never been there 
before. 

Arriving there four days later at Adak, which is one of 
the more westerly islands of the group, there again | found 
intense training at what might be called a nearly completed 
advance base. It is from there that a great part of the ex- 
peditions for the recapture of Attu and Kiska started. Adak 
two years ago was a bleak and practically uninhabited spot 
which with the other Aleutian Islands seemed relatively 
unimportant in the plans for the security of our own conti- 
nent. 

You here can well realize the commotion that followed the 
Japanese occupation of Attu and Kiska. You’ve dreamt of 
Japanese marching up the streets of Bremerton or Seattle 
tomorrow morning. You have thought that the Chiefs of 
Staff in Washington were not paying enough attention to 
the threat against Alaska and the coast. We realized, of 
course, that such a Japanese threat could become serious if it 
was unopposed. But we knew also that Japan did not have 
the naval and air power to carry the threat into effect with- 
out greater resources and a longer time to carry it out. 

Preparation to throw the Japanese from that toehold, very 
skimpy toehold, had been laid even before the Japs got there, 
and the rest of the story you know. 

It took great preparations and heavy fighting to eject them 
from Attu and by the time the great expedition to recapture 
Kiska got there the Japanese had decided that discretion was 
the better part of valor. They decided that retirement and 
retreat was better for them than hara-kari, and so they aban- 
doned the Aleutians. 

The climate at Adak is not the most inviting in the world, 
but I want to say a word of appreciation to a thousand or 
so officers and men of all the services who have built this 
base and other bases, many other bases, in the extreme north- 
west of the American Continent, built them up in such a 
short time to a point where the people on our Pacific Coast, 
the people of British Columbia and of Alaska, can feel certain 
that we are safe against Japanese invasion on any large scale. 

We were delayed by fog and rain as almost everybody is 
up in those parts; we had to give up putting in at Dutch 
Harbor but we did stop at Kodiak, a large island off the end 
of the Alaskan Peninsula. Here, also, the three services com- 
pleted a very excellent, though smaller, base. The first 
battle town really that we built in those parts, and there’s 
actually a small community there, the first that we saw in 
Alaskan waters and the trees that we saw. That town and 
those trees made me think of the coast of Maine and New- 
foundland. 

We were told that a number of officers and men at this 
place and other posts are considering settling in Alaska after 
the war is over. I do hope that this is so because the develop- 
ment of Alaska has only been scratched and it is still the 
country of the pioneers, and in one sense every American is 
a descendant of pioneers, 

Only a small part of Alaska’s resources have been explored 
and there is, of course, an abundance of fish and game and 
timber, together with great possibilities for agriculture. I 
could not help remembering that the climate and the crops 
and other resources are not essentially different from north- 
ern Europe—Norway and Sweden, Finland—for the people 
of these countries in spite of the cold and in winter darkness 
have brought their civilization to a very high and very pros- 


perous level. On my return to Washington I am going to set 
up a study of Alaska and the Aleutian Islands as a place to 
which many veterans of this war, especially those who do not 
have strong home roots, can go to become pioneers. Alaska 
is a land with a very small population, but I am convinced 
that it has great opportunities for those who are willing to 
work and to help build up all kinds of new things in new 
lands. 

So this trip has given me a chance to talk over the social 
and economic future of the Hawaiian group with Governor 
Stainback and the future of the people of Alaska with Gov- 
ernor Gruening. By the way, he asked me to assure you that 
the tan which I have acquired in Alaska in a week has come 
from the bright sunlight of Alaska. Near Juneau one after- 
noon, when we were nearly fogged out, I played hookey for 
three hours. I went fishing and I caught one halibut and one 
flounder. 

Speaking again of the future, of the future of the defense 
of the Pacific, the use of its strong points in order to prevent 
attacks against us: 

You who live in the Pacific Northwest have realized that 
a line for sea and air navigation following the Great Circle 
course from Puget Sound to Siberia and China passes very 
close to the Alaskan coast and thence westward along the 
line of the Aleutians Islands. 

From the point of view of national defense, therefore, it is 
essential that our control of this route shall be undisputed. 
Everybody in Siberia and China knows that we have no 
ambition to acquire land on the Asiatic continent. 

We as a people are utterly opposed to aggression and sneak 
attacks. But we as a people are insistent that other nations 
must not under any circumstances through the foreseeable 
future commit such attacks against the United States. There- 
fore, it is essential that we be fully prepared to prevent them 
for all time to come. 

The word and the honor of Japan cannot be trusted. That 
is a simple statement from the military and naval, and air 
point of view. But with the end of a Japanese threat, soon 
we hope, there is an excellent outlook for a permanent peace 
in the whole of the Pacific area. 

It is therefore natural and proper for us to think of the 
economic and the commercial future. It is logical that we 
should foresee a great interchange of commerce between our 
shores and those of Siberia and China. 

And in this commercial development Alaska and the Aleu- 
tian Islands become automatic stepping stones for trade, both 
by water and by cargo planes. And this means the automatic 
development of transportation on the way there, including 
the Puget Sound area. 

It is as long as ten years, I think, that I talked with Mr. 
Mackenzie King, Prime Minister of Canada, in regard to the 
development of highways, in regard to air routes and even a 
railroad via the northwest and British Colombia and the 
Yukon. Great interest in both nations was aroused but it 
took the war to get quick action. 

Today the Alcan Highway is practically completed and an 
air route to Fairbanks enables us to deliver thousands of 
planes to our ally Russia by way of Alaska and Bering 
Straits and Siberia. These planes are an important factor in 
the brilliant and brave advance of the Russian armies on 
their march to Berlin. And I might observe also that our 
close relations, our true friendship with Canada during these 
years has proved to be an illustrious example of working 
hand in hand with your neighbor for the general good. 

South of this northern route, Alaska and the Aleutians, 
the use of other island groups must also be thought of for 
defense and for commerce in getting to and from the Asiatic 
and the American Continents. We understand at last the 
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importance of the Hawaiian Islands. It is important that 
we have other bases, forward bases nearer to Japan than 
Hawaii lies. 

The same thing we have to remember holds true in re- 
gards to the defense of all the other American Republics, 
twenty others, from Mexico down past the Panama Canal 
and all the way down to Chile. There are hundreds of 
islands in the South Pacific that bear the same relation to 
South America and Central America and the Panama Canal 
as Hawaii bears to North America. 

These islands are mostly in the possession of the British 
Empire and the French. They are important commercially 
just as they are from the defense point of view because they 
lead to New Zealand, and Australia, and the Dutch Islands 
and the Southern Philippines. With all these places we un- 
doubtedly are going to have a growing trade. 

We have no desire to ask for any possessions of the United 
Nations. But the United Nations who are working so well 
with us in the winning of the war will, I am confident, be 
glad to join us in protection against aggression and in 
machinery to prevent aggression. With them and with their 
help I am sure that we can agree completely so that Central 
and South America will be as safe against attack—attack 
from the South Pacific—as North America is going to be 
very soon from the North Pacific as well. 

The self-interest of our Allies is going to be affected by 
fair and friendly collaboration with us. They too will gain 
in national security. They will gain economically. The 
destinies of the peoples of the Pacific will for many years 
be entwined with our own destiny. Already there are 
stirring among hundreds of millions of them a desire for the 
right to work out their own destinies and they show no 
evidence in this Pacific area to overrun the earth—with one 
exception. 

That exception is and has been for many, many years that 
of Japan and the Japanese people—because whether or not 
the people of Japan itself know and approve of what their 
war lords and their home lords have done for nearly a cen- 
tury, the fact remains that they seem to be giving hearty 


approval to the Japanese policy of acquisition of their neigh- 
bors and their neighbors’ lands and a military and economic 
control of as many other nations as they can lay their hands 
on. 

It is an unfortunate fact that other nations cannot trust 
Japan. It is an unfortunate fact that years of proof must 
pass by before we can trust Japan and before we can classify 
Japan as a member of the society of nations which seeks 
permanent peace and whose word we can take. 

In removing the future menace of Japan to us and to our 
continent we are holding out the hope that other people in 
the Far East can be freed from the same threat. 

The people of the Philippines never have wished and never 
will wish to be slaves of Japan. Of the people of Korea, that 
ancient kingdom which was overrun by the Japanese half a 
century ago, the same is true. The people of Manchuria and 
all the rest of China, feel the same. 

The same thing is true of the peoples of Indo-China and 
Siam, the peoples of Java and even the most primitive 
peoples of New Guinea and the so-called mandated islands 
which I am glad to say are in the splendid process of throw- 
ing the Japs out. 

I am glad to have the opportunity of taking this short 
trip, first, for the conferences with General MacArthur and 
Admiral Nimitz and, secondly, for the first hand view of 
certain bases that are of vital importance to the ending of the 
war and to the prevention in the future of any dada attack. 

More than a million of our troops are today overseas in 
the Pacific. The war is well in hand in this vast area, but I 
cannot tell you, if | knew, when the war will be over, either 
in Europe or in the Far East or the war against Japan itself. 

It will be over sooner, if the public of this country will 
maintain the making of the necessary supplies of ships and 
planes and all the things that go with them. By so doing we 
shall hasten the day of peace. By so doing we will save our 
own pocketbooks and those of our children. Ard by so doing 
we will stand a better chance of substantial unity not only at 
home but among the united nations in laying so securely what 
we all want, the foundation of a lasting peace. 


The American Idea of Government 


WHAT IS BEHIND THE TEACHINGS THAT QUESTION THIS IDEA? 


By ROSCOE POUND, Dean Emeritus and Professor of Law, 
Harvard University Law School, Cambridge, Mass. 


Delivered before the Rotary Club of Chicago, Chicago, Ill., July 18, 1944 


TYMOLOGICALLY, idea means picture—a men- 
tal picture of something. Let us, then, for the mo- 
ment say, “picture.” From the adoption of our 

federal constitution to the present generation, the American 
picture of government had involved seven points. Not that 
these seven features of our polity came into the American 
picture at once and at the same time as the drafting of our 
federal constitution. Most of them go a long way back in 
English political history. Some were redrawn to the ex- 
perience of seventeeth-century Englishmen with the Stuart 
kings and of eighteenth-century colonists with the govern- 
ment at Westminster. Some represent experience of gov- 
ernment in the new world. At any rate, seven stand out: 
(1) a constitutional democracy; (2) a settled polity of 
home rule; (3) as a corollary, a federal polity; (4) a writ- 
ten constitution as the supreme law of the land; (5) guar- 
anteed individual rights; (6) a settled doctrine that no 


one is above the law; and (7) a deep-seated repugnance to 
deposit of unlimited government power anywhere or in 
any one. 

When our American polity was formative in the last 
quarter of the eighteenth century, the era was one of ab- 
solute governments. The model before every one’s eyes was 
the old regime in France. England in the last decade of the 
eighteenth century had definitely rejected royal absolutism, 
but had set up a parliamentary absolutism, contrary to the 
views of the medieval and the seventeenth-century lawyers, 
although, as was the doctrine of those lawyers, the agents of 
the crown were held to act under the law. In the new 
world, the colonies had become provinces, provincial legis- 
latures had become strong, courts and judicial systems had 
been set up, and the development of American law and 
American legal institutions had begun. On the basis of 
what they read in the English law books, which spoke from 
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the seventeenth rather than from the eighteenth century, 
American lawyers were restive under the absolute rule of 
Parliament and even more restive under the administrative 
absolutism of the Privy Council, while the American who 
would carry on enterprises or engage in trade was quite as 
restive under the centralized control of such things at West- 
minster. For down to the Revolution, as to things American, 
there was a complete centralization of political power at 
Westminster, ultimately in Parliament, but immediately in 
practice in the Privy Council. Thus a great change was 
wrought by the federal constitution. In place of centralized 
control by an administrative body, we had for a time a loose 
and ineffective government for external affairs along with 
practically thirteen independent states with their own legis- 
latures, their own courcs, their own laws. Then came the 
federal legal polity under which we have lived since 1789— 
a constitutional democracy, as it became, with a parceling 
out of political power between nation and state, and in each 
political entity a distribution of power between co-equal, 
independent departments, constrained to keep within their 
appointed limits by the constitution as the supreme law of 
the land. 

But, some say to me, that is an old-fashioned: way of 
speaking about our American polity. You speak as if in the 
continuity of its historical development our polity was still 
that set up in 1789. A generation ago no one would have 
doubted this nor would any one of consequence who admin- 
istered or taught our institutions have wished it otherwise. In 
the nineteenth century, in the age of philosophical history, 
continuity and identity were found in an idea which was taken 
to be unfolding or realizing itself in the development of an 
institution. On the other hand, perhaps the present, by way 
of reaction, insists too much on discontinuity. If the one 
put too much stress on the idea which it found from the 
whole course of development and upon the general aspects 
from which the idea was gathered, the other sees the story 
piece by piece in unrelated fragments and lays too much 
stress upon the details. Radioactivity has taught us that 
even in physical nature nothing stays exactly the same. 
Much less do institutions keep an exact identity of detail. 
Yet in their significant aspects both physical objects and 
institutions may preserve a long continued identity under 
many changes and notwithstanding much change of detail. 

Closely connected with the stress upon discontinuity and 
upon detail rather than upon general aspects putting the 
details in the order of reason, is a rejection of ideas and 
conceptions and principles. We are told that psychology has 
undermined reason; that reason is but a pretense to cover 
up behavior proceeding from deep-seated wishes which are 
the real motivation. ‘The boundless faith in reason which 
came in at the Renaissance, the belief in a creative reason 
equal to all social and political and legal questions which 
characterized the seventeenth and eighteenth centuries, have 
given way to a rejection of reason by those who would be 
up-to-date and belief in social and political and legal phe- 
nomena as no more admitting of reasoned control than are 
the phenomena of physical nature. Relativism has been teach- 
ing us not to talk about good and bad and right and wrong. 
Judgments of value are subjective opinions only. They are 
unscientific. Hence we are to understand that canons of 
value and attempts to conserve values by law are futile. We 
must accept the phenomena of government as we must ac- 
cept those of physical nature. In politics and jurisprudence 
the result is a cult of force which for a generation has been 
manifest throughout the world and has been especially 
marked in international relations. In theories of government 
and of law there has been increasing insistence upon force. 
We are told that the reality which we can observe and 


verify is force, and that subjection of that force to reason 
is a pious wish, a superstition. Where the Middle Ages 
looked at the problems of government and law in terms of 
authority, where the seventeenth and eighteenth centuries 
looked at them in terms of reason, where the nineteenth 
century looked at them in terms of history, today we seem 
to be looking at them in terms of impulse. 

One phase of this cult of force is an idea that if there is 
to be a democracy it must be an absolute democracy—which 
certainly was not the idea of our constitutions, national or 
state. We are told that from its very nature a democracy 
must be an absolute subjection of a politically organized 
society to the unlimited and unrestrained rule of the majority 
or even of a plurality for the time being, just as an autocracy 
is an absolute subjection of such a society to the unlimited 
rule of a personal ruler. But in the present connection, at 
least, democracy is a form of government. There may be 
an absolute monarchy or there may be a constitutional 
monarchy. A king may rule or he may only reign. There 
is no such thing as a limited or constitutional autocracy. The 
autocrat of limited powers is not an autocrat. But a 
democracy is not necessarily autocratic. It may be an abso- 
lute democracy or it may be a constitutional democracy. I 
grant that this last proposition is not universally conceded. 
There are self-styled logical realists, skeptical of everything 
but their own skepticism, who tell us that a constitutional 
democracy is a contradiction in terms. I submit, however, 
tnat this begs the question by assuming what is to be shown. 
namely, that a democracy must be an absolute democracy. 
If one starts by defining government as the unlimited ap- 
plication of the force of a politically organized society to 
those subject to its power, a government of any sort, and 
hence a government by the people, must be absolute and un- 
limited. But experience of our own, which is the outstand- 
ing democratic polity in the world, does not bear out the 
assumed nature of government. We may very well meet 
the relativist-realist’s proposition’ by adopting Diogenes’ an- 
swer—solvitor gubernando. 

If one suggests that there is too much insistence on think- 
ing of democracy in terms of power only, ignoring the 
responsibility which is the correlative of power, he may be 
told that power is a fact, exercise of power is an observed 
and verifiable phenomenon, whereas the correlative respons- 
ibility is only a subjective ideal, a pious wish of no scientific 
validity, belonging to the realm of ought-to-be, not to the 
realm of what is. But I might respond that the idea of an 
absolute democracy, a people as a whole, ruling benevolently 
over a great domain, administering an enlightened personal 
justice after the manner of St. Louis under the oak at Vin- 
cennes, enacting wise laws after the manner of Solon, and 
providing an efficient persona! administration after the man- 
ner of Napoleon, is something of a pious wish itself. Even 
the simplest and purest democracy must act through agents. 
Demos himself may, in a democratic polity, have ultimate 
unlimited power. But it is no contradiction of this propo- 
sition to add that he may put limits to the exercise of his 
powers by his agents whom he chooses to carry out his pur- 
poses. Nor are his ultimate purposes and those of a plurality 
of the electorate for the time being necessarily the same. 
One may question whether it is the end of government to 
enable a majority to exercise force for the sake of exercising 
it, or rather also to direct the exercise of force no matter 
who is exercising it. At any rate, the proposition that a 
democracy must be an absolute democracy, that a constitu- 
tional democracy is a contradiction in terms, in the hands 
of self-styled realists, who hold that government is only a 
name for the individual men who wield the force of a 
politically organized society, becomes a proposition that the 
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officials who act as the agents of a democracy must in the 
nature of things be free of constitutional restraints. Such 
is not the American idea of government. 

An idea of a covenant of a people not to do certain things 
and only to do certain other things in a certain way was 
well known in the formative era of our polity. It was an 
idea of the Puritan Revolution in seventeenth-century Eng- 
land. Lord Acton tells us that the Puritan ideal was “the 
ideal of local self-government and of democracy.” But the 
idea of an absolute democracy has no place for local self- 
government. Shall we say, then, that the foundations of 
modern democracy were undemocratic, or shall we say that 
Demos no less than Rex may, in the words attributed to a 
great medieval lawyer, rule under God and the law? To 
the Puritan, the precedent of the covenant which made 
Abraham and his seed forever the people of God justified 
the self-limitation of a sovereign people to keep within the 
bounds of a bill of rights, really a bill of liberties, and to 
respect the claims of localities to self-government. But, it 
is said, from a logical analytical standpoint this idea is un- 
tenable. How can the postulated political omnipotence put 
limits on itself or on the agents through whom it must act, 
since these agents, so the self-styled realists tell us, are the 
reality which we cover up by a pious wish or superstition 
of rule by the whole people. In America we are beginning 
to hear this theoretical objection to our constitutional polity 
from the advocates of bureaucratic administrative absolut- 
ism. The same logical-analytical objection was urged against 
charters and constitutions granted by absolute monarchs. In 
the nature of things, it was said, the sovereign, which was 
above legal limitation, could not limit itself. Nothing but 
force could hold down a man or a body of men who wielded 
the force of a politically organized society. We are told that 
law must have behind it, must be imposed by, a force able 
to impose itself upon all other forces. Hence, it is argued, 
law rests upon force; there is nothing to law but force. In 
this way of thinking, whatever is done by those who exercise 
the force of politically organized society is law. It is not 
that they may act according to law or against law or without 
law. The proposition is that what they do is law because 
they do it. Each item of what they do is law. Attempt to 
generalize and lay down principles of their action is said to 
be superstition. Such is certainly not the American theory of 
government. I suppose the answer will be that we have been 
politically a blindly superstitious people for one hundred and 
fifty years until light has been brought to us from the 
teachers of continental Europe. When we put on the great 
seal of the United States the words novus ordo saeclorum, 
a new order of the ages, we were only deceiving ourselves. 
It was the old order of force over again. 

This doctrine calls itself realism. But it is as much a 
theory of government as the teaching it rejects as unreal 
and as being a mere theory. It is as unreal as any theory 
purporting to give a systematized picture of actualities can 
be. The history of civilization shows increasing restraint 
upon exercise of force simply as such. Indeed, there has 
always been something restraining behind even the most au- 
tocratic of autocrats. In a constitutional democracy this 
restraining element is given expression and efficacy by a 
written constitution declared to be the supreme law of the 
land, binding upon all the agencies of the sovereign people, 
and what is regarded as the solemn covenant of that people 
to rule according to law and to uphold the rights and liberties 
which its bill of rights has declared. 

It is not the American idea of government that democracy 
must be the absolute rule of those chosen by popular election 
and their subordinates. The unanimity with which, after 
independence, the colonies, now become states set up written 


constitutions as fundamental law, not merely as frames of 
government, established bills of rights, and founded their 
polities upon the separation of powers, is significant. But 
we are told today that constitutional limitations, bills of 
rights, and the separation of powers are only fashions of 
eighteenth-century thought. This is something to which I 
shall address myself presently in another connection, 

A second characteristic of American government is home 
rule or local self-government. So far as is compatible with 
the effective existence of the national government the locality 
is to govern itself. This is so thoroughly a part of our 
American polity that many states have constitutional pro- 
visions for home rule in their larger cities, giving these cities 
what are almost separate constitutions making them as to 
local matters to a high degree free from state legislation. 
As we have insisted on a balance between government and 
the individual, so we have insisted likewise on a balance 
between central government and local government both in 
the nation and in the state. But this feature of the American 
idea of government is likewise under attack today. We are 
told by a high official of the national government that we 
have in this country too many governmental subdivisions. 
The system of continental Europe, in which the local official 
is the agent not of the local but of the central government is 
pointed to as the modern system. Theoretically, such a sys- 
tem may make for a maximum of efficiency. But business 
experience seems to show that there is a point beyond which 
a single organization may become too big for efficiency. 
Moreover, too high a price may be paid for efficiency. The 
concentration of political power involved in a centralized 
control of local as well as national functions of government 
runs counter to the inherited political instincts of the Amer- 
ican people. The idea of local self-government was deep- 
rooted in those who settled America in the seventeenth cen- 
tury. Indeed, the non-conformists even carried it into reli- 
gious organization. 

Third, as a corollary of the idea of local self-government, 
our American polity is a federal polity. Such a polity does 
not have the simple theoretical lines of a centralized govern- 
ment. It involves complexities, and overlappings, and none 
too clearly defined boundaries raising problems which are 
often far from easy. Hence it does not commend itself to 
the logical academic mind. Moreover, it involves a difficult 
idea of balance. It requires keeping in mind more than one 
idea at a time. But few things are more difficult, and cer- 
tainly few are more needful, than keeping two or more com- 
peting ideas in mind at the same time. The difficulty of 
doing this embarrasses political and legal thinking at every 
turn. I have often compared it to the feat of the juggler 
who keeps a number of balls in the air at the same time, 
letting none fall to the ground and none interfere with an- 
other. The unskilled man may find it hard to keep even 
one going from his hand into the air and back and forth 
without dropping the ball. To keep two going at once is 
commonly beyond his power without long practice. So it 
is with ideas. It is only by dint of experience and training 
that men can keep two of them, superficially incompatible, 
in mind at the same time, not losing sight of either so that, 
as it were, it falls to the ground, and not allowing one to 
interfere with the other so as to frustrate the activity in 
which they are engaged. To keep in balance nation and state, 
state and locality, government and individual, losing sight of 
none and giving due weight to each, is not the easiest of 
tasks. Inability to see but one at a time is manifest in the 
extreme abstract individualism which could see only the 
individual man and the equally extreme collectivism which 
could only see an omnicompetent central government. 

If it requires an effort to comprehend a federal polity, 
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apart from the Anglo-American instinct for local self-gov- 
ernment, as a matter of experience the case for a federal 
system is quite clear. No domain of continental extent has 
been ruled otherwise than as an autocracy or as a federal 
state. Confederacies have fallen apart. Consolidations of 
independent states, unless in a limited domain, have de- 
veloped into autocracies. In antiquity, the consolidation 
achieved by Alexander and the almost world-wide con- 
solidation achieved by the Romans resulted in autocratically 
ruled empires. In the modern world, the German-Roman 
empire of the Middle Ages fell apart. It was neither auto- 
cratic nor federal. The British Commonwealth of Nations 
has fallen apart politically. Russia has only changed its type 
of autocrat. But the United States and Canada and Aus- 
tralia show us what we may well call continental domains 
held together politically, sometimes under great stress, by 
a federal polity. 

\ federal polity cannot be an autocracy. The unlimited 
political power of the autocrat necessarily swallows up the 
authority of the local governments. The agents of politically 
organized society in the locality are but the agents of the 
central autocrat. Nor can it be organized on the, basis of 
absolute rule of a majority of the whole. The absolute 
power of the majority in the whole swallows up the au- 
thority of the majority as well as that of the agents of local 
government in the part. The latter are all of them the 
agents of the majority in the whole, not those of the 
majority in the part. This is true also in a polity in which 
there is a central oligarchy of unlimited power. A federal 
organization is impossible under such an oligarchy. But 
choice is not limited to, on the one hand, the absolute rule 
of an autocrat or an unlimited oligarchy or an unlimited 
majority of the whole, and, on the other hand, a mere fed- 
eration with at most a feeble central authority. As there 
can be, as our political history has shown, a balance between 
the executive or administrative and the legislative organ of 
a politically organized society, so there can be a balance 
between the central government and the local government. 
There may even be, as experience in the present century in 
many states has shown, a balance between the general state 
government and municipal governments upon which the 
state constitution has devolved a large lawmaking power 
with respect to matters of local concern. Under such a 
polity each governmental agency has full power within its 
scope, but each is limited in respect of that scope. Thus 
there may be a democratic polity in the central government 
and a democratic polity in each local government, and yet 
no absolute majority without limit on its power in either. 

A generation ago there would have been no need of 
arguing for the federal polity which we set up at the be- 
ginning and have steadfastly maintained. But today the 
hegemony of the federal executive, economic unification of 
the country, if not of the world, and the tendency of power 
to assert and extend itself, have been pushing us toward 
centralized government at the expense of the states. Also 
many of the professors of political science seem to be doubt- 
ful of our complex system and to be bringing up a generation 
without faith in it. 

Fourth, our American idea of government presupposes a 
written constitution which is the supreme law of the land. 
The idea of a fundamental law is one that goes back to the 
beginnings of the political and legal institutions of the Eng- 
lish-speaking world. It is fashionable in academic circles to- 
day to say that Magna Carta was nothing but a treaty 
between King John and his tenants-in-chief in 1215. But 
such a treaty declaring rights and duties as between the 
ultimate landlord and his tenants, when the King was looked 
on as ruler rather than as landlord, easily became a declara- 


tion of rights and duties as between ruler and ruled. Limita- 
tions on royal authority imposed by fundamental law and 
responsibility of the King’s agents and servants for exceed- 
ing the authority given them by law became settled features 
of the English polity which we inherited. Already in the 
fourteenth century the court of King’s Bench laid down 
that while Edward III, King of England, could pardon an 
offender under the Great Seal, Edward Plantagenet could 
not write a private letter to the sheriff under his privy seal 
and interfere with the due course of justice in the courts. 
Parliament, too, was thought of as subject to fundamental 
law. Before the Reformation the division of jurisdiction 
between the state and the church was fundamental. Those 
things which were in the authority of the church were 
beyond the sphere of the King or of Parliament. Hence 
when Parliament sought to prescribe who should have cus- 
tody of the seal of a monastery or to make the King a parson 
so he could hold church property, the English medieval 
courts held that such things were for the law of the church 
or for the Pope and that the statutes were “impertinent to 
be observed.” In the seventeenth century, Parliament more 
than once sought to make certain persons judges of their own 
cases or to make the same person both accuser and judge. In 
no fewer than five cases between 1605 and 1701 the English 
courts held that this was beyond the power of Parliament, 
and that an act contrary to common right and reason would 
not be given effect. One of the effects of the Revolution of 
1688 was to make Parliament absolute and supreme. There 
is no longer any fundamental law in England, although as 
to the responsibility and liabilities of the King’s ministers 
the law remains as it was settled in the Middle Ages. 

In colonial America the charters limited legislative power 
by the common law. Magna Carta was taken as a declara- 
tion of fundamental law and the common-law rights of 
Englishmen, as set forth in Lord Coke’s commentary on 
Magna Carta were claimed as the birthright of the colonists. 
We must remember that Americans from colonization to 
independence had two centuries of experience of absolute 
government. It was not merely that a Parliament in which 
they were not represented could make laws for them and tax 
them. Government of them was centralized in the Privy 
Council at Westminster in which they had no voice. While 
the colonies had their provincial legislatures, any act could 
be disapproved by the Privy Council within five years and 
if it was not disapproved might later, when relied on in 
litigation, be held bad by the Privy Council as in contra- 
vention of the colonial or provincial charter. Thus the 
ultimate legislative authority was substantially in the Privy 
Council. 

Even more, the ultimate executive authority was in the 
same body. The governor was appointed by the crown; was 
given elaborate and detailed instructions by the Privy Council 
through one of its boards as to the conduct of his office; and 
was required to make reports showing compliance with the 
instructions. He commonly appointed his council and he 
and his council were the upper house of the legislature. 
Sometimes they were also the highest court of the province. 
But whatever the judicial organization of the province, the 
same Privy Council was the final court of appeal. In other 
words, the whole legislative, executive, and judicial power, 
undifferentiated, was in the Privy Council. That such ab- 
solute powers, exercised at long range, were exercised ar- 
bitrarily goes without saying. The veto power was used to 
keep Pennsylvania without a system of courts for twenty 
years. The executive power was used by the board of trade 
and plantations to prevent the setting up or development of 
industries in the colonies. The judicial power was used to 
impose doctrines of primogeniture and inheritance of land 
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wholly alien to those held by the colonists. The first settlers 
had come to America during the contests with the Stuart 
Kings to maintain the supremacy of the law as against mas- 
terful monarchs seeking to rule autocratically after the 
manner of the French King of the old regime. The later 
generations of colonists had lived in the contests with the 
government at Westminster and with Parliament in the 
endeavor to secure a reasonable measure of self-government. 
The need of a fundamental law, of limitations on exercise 
of governmental authority, of separation of powers, and of 
written constitutions had been driven home to them. 

Written declarations of fundamental law were no new 
idea to them. Each of the colonies had something of the sort 
in its charter and Rhode Island operated under its charter 
as a constitution till the ’40s of the nineteenth century. 
During the Puritan Revolution the Commonwealth had set 
up a written Frame of Government. The Pilgrims in the 
cabin of the Mayflower had set up a body politic by a written 
compact. Moreover, written formulations of liberties were 
the staple of English and colonial history; witness Magna 
Carta and its successive reissues, the Petition of Right, the 
English Bill of Rights, the Declaration of Rights of the 
Continental Congress in 1774, and the enumeration of vio- 
lations of fundamental rights in the Declaration of Inde- 
pendence. It is no wonder that as the several states set up 
their own governments on the morrow of the Declaration 
of Independence they established written constitutions, de- 
clared to be their fundamental law, grounded upon separa- 
tion of the powers of government, and putting a bill of 
rights at the fore. 

Today the idea of a fundamental law is pronounced out- 
moded and a doctrine of disappearance of law is much 
preached. Also it is fashionable in the science of politics to 
speak of the separation of powers as a mistaken interpreta- 
tion of the British constitution by Montesquieu which be- 
came a mere eighteenth-century fashion. On the contrary, 
its universal adoption in this country was the result of 
American experience in the colonial era. The attacks upon 
the fundamental doctrine of our American polity are a part 
of the movement toward absolutism which is going on all 
over the world. They go along with the teaching of con- 
tinental ideas of public law and the rise of administrative 
absolutism which have been going forward in England and 
in the United States in the last twenty-five years. 

A fifth feature of American government is a body of guar- 
anteed rights, or, as the seventeenth-century declarations 
called them, liberties, made a part of the fundamental law. 
The Declaration of Independence pronounced the endow- 
ment of all men with rights a self evident truth, and rights 
had long been a basic conception in politics and in law. But 
today what a right is and whether there are rights have be- 
come debated questions. An Irish judge tells a story of a 
jury in a manslaughter prosecution which sent in a com- 
munication to the trial judge asking whether a man who 
had a spot in his skull where it was no thicker than an egg- 
shell did not “have a right to get killed” if he went to the 
pig fair. No doubt the man did have a reasonable expecta- 
tion of being killed under such circumstances. We need not 
argue for natural rights, eternal and inviolable established 
in the very nature of the universe. If we can’t put them any 
higher, we can at least put rights as reasonable expectations 
involved in civilized life, which long experience and the 
reasoned judgment of mankind have established and recog- 
nized. But even this is now denied by many. In the so- 
called realist theory which refers everything in politics and 
law ultimately to the force exercised by those who wield the 
authority of politically organized society, there are no rights. 
Law is simply a body of threats of exercise of governmental 





force, and the making and enforcing of these threats are 
relative to the personalities of those who exercise the force. 
Rights are but an illegitimate inference from the threats. It 
is not that men have rights and the state makes threats in 
the form of laws in order to give effect to the rights. The 
ruling group has interests, and the threats made to secure 
them give rise to claims miscalled rights. That this exotic 
theory, recently imported from continental Europe, is not 
in accord with the American idea of government I do not 
need to say. That it is the theory on which autocratic and 
totalitarian governments have proceeded is true enough. But 
such governments have not been so successful as to justify 
turning to them for models and basic ideas. 

A sixth feature of American government is the supremacy 
of law—the doctrine that no one is above the law. There is 
here a far reaching distinction between the Roman polity 
which is characteristically administrative and the Anglo- 
American polity which is characteristically judicial. The 
countries which have taken their legal ideas from the Roman 
law books of the maturity of Roman law in the eastern 
Roman empire, think of the supremacy of the state and so 
of the superior position of the official who exercises the au- 
thority of the state. The English-speaking countries, which 
have taken their legal ideas from the writings of the great 
common-law lawyers, think of the supremacy of the law, 
and so of the official and of all those who wield governmental 
power or authority as on an equality with every one else. 
What they may do is determined by law and what they do 
is to be scrutinized, as the acts of every one else are scru- 
tinized, judicially in ordinary proceedings in the ordinary 
courts on complaint of any one injured thereby. To us law 
is not what is done officially but the measure of what ought 
to be done officially and how it ought to be done. Hence 
what the Roman-law world calls public law, the special 
rules relating to the superior position of the official, is un- 
known, or has been unknown until recently, to our law. 
The rise of administrative agencies, claiming and to some 
extent enjoying immunity from judicial review of their ac- 
tion, has been introducing the Roman type of public law 
into our system and there are teachers of law and of politics 
who assert that it is “gradually eating up” the private law 
which secures the individual rights of the citizen. 

There is a certain deceptive quality in the term public 
law which makes a proposition of this sort attractive to 
those who do not perceive what it really means. It sounds 
as if a public law which is a possession of all of us was 
superseding a private law which was a possession of a pri- 
vileged few of us. But this is not in the least its meaning. 
Continental jurists tell us that the distinction corresponds 
to a contrast between coordinating law, which secures in- 
terests by reparation and the like, treating all individuals as 
equal, and subordinating law which prefers some or the 
interests of some to others according to its measure of values. 
In this view, public law subordinates the individual to the 
official, and on a theory of subordinating the interests of the 
individual to public interests, leaves it to the official to sub- 
ordinate the interests of some to those of others by identify- 
ing the latter with the public interests according to policies 
of his own. In the continental theory administrative officials 
are the final judges of their own powers. Thus the self- 
styled realist comes to the conclusion that law is whatever 
is done officially in place of the Anglo-American doctrine 
that what is done officially must be done according to law. 

All this runs counter to what has been the last but by no 
means the least marked characteristic of the American idea 
of government, namely, rooted opposition to the reposing 
of unlimited power anywhere. An English judge in a recent 
case where unlimited power was asserted on behalf of ad- 
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ministrative officials said that he had been listening to argu- 
ments which “might have been addressed acceptably to the 
Court of King’s Bench in the reign of Charles I.” So far 
has the time swung back to absolute ideas of government. 
Let us remember that autocracy and law are incompatible 
except on the theory that what the autocrat does or his 
agents do in his name is law simply because they do it. 

What is behind the teachings so general in the world of 
today which have been coming into vogue in America also 
and are leading to a questioning of all the main features of 
the American idea of government? Looking at the world 
as a whole, they are largely a product of the disillusionment 
so widespread after the first world war and the extreme 
idealism which it generated for a time. Men had seen 
elaborate paper constitutions come to naught, ambitious pro- 
jects of world organizations achieve little, noble experiments 
fail, and expectations of a new world order remain un- 
realized. In America the growing bigness of things seemed 
to make an intelligent, systematic grasp of our political and 
legal and economic orders impossible. The transition from 
a rural, agricultural to an urban, industrial society put a 
heavy strain on our political and legal institutions which 
they bore with difficulty and for which conventional remedies 
seemed wholly inadequate. The give-it-up philosophies which 
disillusionment had fostered in Europe appealed more and 
more to us also. On the continent cynical acquiescence in a 
revived absolutism became general. With us, types of so- 
called realism appeared which led in the same direction. 

Philosophically we may see behind the ideas of the moment 
as to the inevitableness of an absolute democracy, the neces- 
sity of centralization and doing away with local self-govern- 
ment, the giving up of the idea of supretnacy of law and of 
fundamental law, the rejection of rights, and the acquiescence 
in unlimited power in those who exercise the authority of 
politically organized society, partly the Marxian economic 
interpretation of history and doctrine of the disappearance 
of law, partly what calls itself psychological realism, apply- 
ing the Freudian idea of the wish to politics and law, and 
partly certain new types of thinking since the first world 
war, either relativist and largely influenced by Einstein or 
phenomenalist. 

Marx thought of history as the record of a progressive 
realizing of an economic idea of the maximum satisfaction 
of material wants. This interpretation was little noticed till 
the last decade of the nineteenth century, when it came into 
vogue on the continent. It spread to the United States in 
the first decade of the present century. The idea of satisfy- 
ing material wants as the end and aim of society, rather 
than one of satisfying a spiritual want to be free, has gradu- 
ally had a profound effect upon political and legal thought 
and so upon political and legal institutions throughout the 
world. In the materialist polity there is no place for the 
supremacy of law nor for fundamental law. Marx urged 
that law was a product of class domination and that with 
the elimination of private property and consequent disap- 
pearance of classes law, too, would disappear. For a time 
Soviet Russia went upon this assumption. Law was to be 
replaced by administration. It was said that in the ideal 
society there would be no law, or rather but one rule of law, 
namely, that there were no laws but only administrative 
orders. Much of this seems to have been given up under the 
present regime, but the idea of disappearance of law has 
been gaining acceptance in many quarters. Along with it 
has gone a rise of political absolutism in Europe, setting a 
growing fashion of faith in administrative absolutism every- 
where. 

Economic realism, as it calls itself, was the first outgrowth 
of Marx’s economic interpretation. It holds that all human 


behavior proceeds on economic motives; that judges decide, 
lawmakers make laws, jurists work out theories of rights, 
and moralists work out theories of justice or of right and 
wrong solely as expressions of the self interest of the domi- 
nant social class. Hence it all gets down to the force which 
this class is able to exert or to control. Next comes a com- 
bination of Marx and Freud in the form of psychological 
realism. This teaches that as a matter of psychology it is 
impossible for a human judge to judge objectively. He can 
only do what his temperament and prejudices, determined 
by his bringing up and social surroundings, dictate. A de- 
cisive element in the judicial process is found in the Freudiar: 
wish. 

This was soon followed by a combination of Marx and 
Einstein and Neo-Kantian epistemology. According to Kant’s 
theory of knowledge we cannot and do not know things as 
they are. We only know mental creations of our own de- 
rived from our individual perceptions and experience. As 
none of us have exactly the same perceptions and experience, 
we can’t have the same knowledge and can’t prove anything 
to each other. Yellowplush said of spelling that every gentle- 
man was entitled to his own. The skeptical relativist says 
that in political and legal thought every one is entitled to 
whatever starting point he chooses. So government is really 
a series of unconnected acts and threats of action and law 
a series of unconnected enforcings of or failures to enforce 
the threats. Beyond this all is superstition or pious wish. 

Thus we are offered a give-it-up philosophy. We can’t 
prove anything. We can only leave it to those who govern 
to find their own starting points and develop them in their 
own way. Talk about good and bad, right and wrong, is 
mere unscientific subjective epithet thinking and must be 
given up. 

A related mode of thinking has been called phenomenal- 
ism. It tells us that there is nothing beyond or behind phe- 
nomena. They are all that we have to do with. There is 
nothing behind them but their own phenomenality. They are 
all equally significant and insignificant. As one might put it, 
all phenomena are created free and equal. Hence every item 
of official action is valid in and of itself as a phenomenon. 
We don’t qualify the phases of the moon as good or bad. 
Neither should we make unscientific value judgments in the 
social sciences. The law and the state itself are only the 
aggregate of official acts. 

Such thinking must be very heartening to autocrats and 
dictators and ambitious heads of administrative agencies, and 
in a time in which such philosophies are taught in the uni- 
versities we need not wonder at the spread of absolutism and 
the cult of force throughout the world. 

But are we bound to accept the give-it-up philosophies and 
abandon the American idea of government which has made 
America a land to which men come or seek to come eagerly 
from every land in order to live under law administered by 
their fellow men on the same plane with them rather than 
under administrative orders made and executed by supermen 
agents of a supersuperman? If we cannot effect that phe- 
nomena of physical nature by thought, if man by taking 
thought cannot add a cubit to his physical stature, yet 
throughout the history of civilization men by taking thought 
have added many cubits to their moral stature. 

Politics and law are practical sciences and can achieve 
much practically without being logically invulnerable. Ein- 
stein has shown us that we live in a curved universe in which 
there are no straight lines nor planes nor right angles nor 
perpendiculars. But we do not on that account give up sur- 
veying. Things are near enough to the postulates of geom- 
etry for the purposes of a practical activity. If our per- 
ceptions and experience are not the same so that we can’t 
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conclusively prove anything to each other, yet they are on 
the whole near enough to the same so that we need not 
throw political science and the science of law into the waste 
basket but may continue to have faith in the ideas developed 


by Anglo-American experience of effective government by 
law both in the old and in the new world. 


All publication rights reserved. Printed by permission of 


Dr. Pound. 


Another Truth That Is Self-Evident 


LIBERTY, THE ESSENTIAL FOUNDATION OF AMERICAN LIFE 


By MERWIN K. HART, President, National Economic Council, Inc. 
Delivered before the Exchange Club, Utica, New York, July 6, 1944 


HEN our ancestors won the Revolutionary War, 
for the first time in history a highly intelligent peo- 
ple became absolutely free. ; 

It is hard for us to realize how true this was. In remote 
parts of the earth, possibly on desert islands in the South 
Seas, small groups of men had had a kind of freedom. But 
in Europe and Asia, history shows that men had nearly 
always had to look to a superior lord to tell them what to 
do and when to do it. 

So American freedom was something new. And since for 
some years past this liberty has been in great and growing 
peril, it may be well for us here now, only two days after the 
anniversary of the Declaration of Independence, to stop and 
consider what is happening today. 

As the world has long noted, sometimes not without envy, 
the liberty our Fathers won released in America the greatest 
aggregate amount of human energy that history has ever 
known. It is not alone that men became physically free. 
Their spirit became free. Their minds, their hopes, their 
ambitions, their vision were unchained. Next to the birth 
of Christ, the winning of American liberty was perhaps the 
greatest event in human history. 

I will not weary you with those usual figures showing 
how a large part of the world’s automobiles, radios, refrig- 
erators, electric current, and a hundred other items that 
make for comfort in life, are produced or consumed in the 
United States. Let me say, just by way of illustration, how- 
ever, that the oft-repeated assertion that we cannot have 
prosperity in the United States unless all the rest of the 
world has prosperity, is the sheerest bunk. The fact is, as 
our history shows, that the state of our economic health is 
of such vital importance to the whole world that the well- 
being of the world depends upon the continued well-being of 
the United States, and not the other way about. 

By 1790, the 13 original States contained about four mil- 
lion people. They themselves were prolific. And gradually 
there began to come from the various countries of Europe 
increasing numbers of men, women and children. For about 
a hundred years, these people came in order to escape from 
Europe. They gladly left behind them the. narrownesses 
and prejudices and hatreds and tyrannies of their particular 
European country. They came here to make a fresh start. 
They wanted to live in America and to be a part of it. And 
they have contributed vastly to American accomplishment. 

Then, some time after 1890, the character of the immi- 
gration changed. During a very few years, following the 
unsuccessful Russian revolution of 1905, no less than a 
million Russian refugees came to our shores. Others came 
from south-eastern Europe. It is not too much to say that 
these refugees included many of the disturbing elements, or 
the parents of many of the disturbing elements, in the United 
States today. And the difference between the immigrants of 
the 19th century and these latter ones, was that some of the 


latter were revolutionaries. They did not come entirely to 
get away from the hatreds of old Europe. They came to 
bring these hatreds with them, and from our shores to aid 
and abet revolutionary movements, not only in the country 
they had left, but right here among us. 

Now let us pass along to the period just after the First 
World War. Russia had gone down to defeat at the hands 
of Germany. Her government had been seized by a handful 
of ruthless men, some of whom, like Trotsky, had lived in 
the United States. But that handful of men quickly suc- 
ceeded in putting into total subjection a nation of 170 mil- 
lion people, stretching from the Baltic on the West to the 
Pacific in the Far East. 

These men set up a complete and ruthless dictatorship— 
so ruthless that many of the civilized nations of the world, 
including the United States, for a long time refused to 
recognize it. 

But this Soviet Government went further. It decided 
that in order to safeguard its Communist form of govern- 
ment in Russia, it must aim to communize the entire world. 
It set up what was called the Third Internationale. Clever 
and ruthless men were sent to practically all nations in the 
world, to start a Communist Party. Each of these Com- 
munist Parties was a section of the Communist Inter- 
nationale, which was controlled by the Communist Party 
in Russia. 

Now, I am not talking about Soviet Russia, our associate 
in war. As our associate we owe her, and are certainly giv- 
ing her, every help. I praise, as you do, her military achieve- 
ments but I believe these victories were possible because, in 
part, of American supplies. But I am talking about her 
social system—Communism. 

It is true Russia announced some months ago, the aboli- 
tion of the Internationale. It is true the American Com- 
munist Party says it has disbanded. But well-informed indi- 
viduals and newspapers (for instance, the Syracuse Post 
Standard in an editorial May 31, 1944 consider that the 
Communist Party of the U. S. A. is today more dangerous 
to America than it has ever been. 

Let me read you the last two sentences from the oath 
which, until fairly recently at any rate, every member of 
the Communist Party of the U. S. A. was obliged to take: 


ioe pledge myself to rally the masses to defend the 
Soviet Union, the land of victorious Socialism. 
2. “I pledge myself to remain at all times a vigilant and 
firm defender of the Leninist Line of the Party, the 
only line that insures the triumph of Soviet power in 
the U. S.” 
(See Page . 20, pamphlet entitled “Thirteenth 
Plenum,” published by Workers Library Publishers. ) 


Presumably Communists in the other 50-odd principal 
countries of the world were obliged to take a similar oath. 













































Fine BRA Heat ane Sw 


— ™ 
Ae) le 8 oe 


Ae iyi) San 








688 


Vital Speeches of the Day 





Now. with this far-reaching organ 
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world. it is not surprising that when, in 1956 revolution de 
snain, 


7ation throug iout the 


veloped 
enlisted by the Parties themselves. 
Party in the United States men 
assumed by the roughly 2,000 


troops enrolled here, 


SO countrie ent troops, 

‘The Communist sent 
Iron ily enous l, the name 
American and sent, by means of pass- 
ports mysteriously, if not fraudulently, obtained, was the 
“Abraham Lincoln Brigade.” When what was left of the 
Brigade after the war returned from Spain, a photograph 
published in New York papers just before the men left the 
ship at New York, showed most of them giving the Com- 
munist salute of the clinched fist. 

* * * * 


I know something of this situation because I spent several 
weeks in Spain in the Fall of 1938, while the Spanish Rev- 
olution was in progress. Perhaps you will be interested to 
hear something about this. 

Following an illness in early 1938, my doctor advised me 
to take a sea voyage. I like to go to interesting places when 
something is going on. So I made the acquaintance of 
l'ranco’s representative and applied for a visa to visit Spain. 
It took me over a month to get it. I took my car and spent 
a month there. I went largely to investigate opportunities 
for post-war trade, but partly to write a series of articles 
for the “New York Herald-Tribune” and to interview 
whom I could. These articles and interviews were all pub- 
lished, together with a book I wrote on Spain. 

On returning to New York in October, 1938, I was 
astonished to see how little the Spanish situation was under- 
America. The Communist crowd here, together 
with radical news writers, of whom there are a good many, 
was giving a false impression of what was going on. Our 
people were being deceived. Something was being put over 
on them. 

Now, I had reached certain definite opinions with respect 
to Spain. First, that the two thirds of Spain Franco then 
held was well-governed, and that Franco was going to win 
the war; second, that after he won, he would grant no special 
favors to either Germany or Italy, from whom Franco had 
purchased considerable supplies—that neither of those coun- 
tries would get any airplane bases or other cessions of any 
nature; third, that Franco would be able to govern Spain 
fairly well; fourth, that if there were a European war, 
Franco would make every effort to keep Spain out of the 
war, and would probably succeed; and lastly, that it was to 
the interest of the United States to keep on good terms with 
the Franco government because of the trade possibilities (to 
whom the British government has always paid close atten- 
tion) and because of the cultural influence that Spain 
naturally has throughout Latin America. 

As a matter of fact, all of these beliefs on my part have 
been borne out by subseq.. at events. Nor was I the only 
one who felt this way, for many well-known persons, includ- 
ing the former American Ambassadors Ogden Hammond, 
and the late Irwin Laughlin, as well as such men as Ellery 
Sedgewick, then editor of the “Atlantic Monthly,’ and 
Cameron Forbes, former Governor-General of the Philip- 
pines and ambassador to Japan, seemed to hold generally 
similar views and expressed them. 

And the rather interesting fact is that the policy of our 
State Department ever since then has been such as to indi- 
cate that it does not differ widely from them. 

Thinking men realize that if our State Department had 
not followed this course, it might not have been so easy 
for the American Army to land in North Africa last year. 

You! ced that Winston Churchill, certainly 


stood in 


Communist Parties in most of these - 


a statesman of a high order, devoted no small part of his 
speech of May 24th in the House of Commons to a factual 
statement of the extent to which Spain had helped in the 
African landing of the Americans and British, and in its 
preparation. He said: 

“Il am here today to speak kind words about Spain. Let 
me add this hope, that she will be a strong influence for 
the peace of the Mediterranean after the war. 

“The internal political arrangements in Spain are 
matter for Spaniards themselves. It is not for us to meddle 
in these affairs as a government.” 


And he added: 


“We do not include in our program of world renova- 
tion any forcible action against any government whose in- 
ternal form of administration does not come up to our 
ideas...” 


When an opposing member of the House of Commons 
asked him what the difference was between fascist Italy and 
“fascist” Spain, Churchill answered: “The reason is that 
Italy attacked us. There is a clear line of distinction be- 
tween nations who go to war with you and nations who 
leave you alone.” 

Yet, as some of you probably know, I have been bitterly 
attacked by the Communistic press and their followers be- 
cause on a number of occasions I stated the views I gave 
you a few minutes ago. 

Undoubtedly, the Franco government is a dictatorship, 
and we want no dictatorship—fascist, Communist, or any 
other kind—here in the United States. I have repeatedly 
said this, and I have never said anything to the contrary. 

But, can anybody say that Russia, our military associate, 
is not a dictatorship? Can anybody deny that most of the 
South American republics are dictatorships? The plain fact 
is that American Communists cannot forgive Franco for de- 
feating the Communists in Spain, and he did give them a 
first-class trouncing. Because of this, and because I have 
been outspoken in my views, believing it to be in the inter- 
est of my country that it know the truth, I have been accused 
of the most absurd things. False statements have been 
made as to what I have said or done. It has been stated 
that I was hired to go to Spain—that I was a paid propa- 
gandist. Of course, if this crowd believed their own accusa- 
tions, it would have been their duty to secure my prosecu- 
tion as an unregistered foreign agent. As you may guess, 
my trip to Spain and what I have said or done in connection 
with Spain, was at my own expense, on my own time, and 
on my own responsibility. I was merely exercising my right 
as an American citizen to express an opinion on public af- 
fairs. And I shall continue to do so. 

As a matter of fact, ever since the defeat of the Spanish 
Reds in 1939, there has been continual propaganda on our 
shores, conducted by the Communists and their misguided 
followers, endeavoring to start a fresh revolution in Spain. 
During 1940 and 1941, there was an almost uninterrupted 
barrage of newspaper stories to the effect that the Franco 
government was about to fall. There is no better newspaper 
correspondent than Henry J. Taylor, author of the book, 
“Men in Motion,” and now with the Scripps Howard Press. 
During a visit he made to Spain some months ago, and fol- 
lowing a long talk with Franco, he put a quietus on these 
stories when he said, on December 20th, 1943, in the “New 
York World-Telegram”: 

“Observers abroad have reckoned that the big event in 
Italy (Mussolini’s fall) must be a very discouraging omen 
for the regime of Dictator Francisco Franco. Actually 
the impact on Franco of Mussolini’s fall is exactly the 
reverse. Noticing the results of the Italian policy where 
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Mussolini made the blunder of participating in the war, 
the outcome now is regarded in Spain as proof of the 
Spanish leader’s greater wisdom.” 


Yet this propaganda continues. You have heard of the 
Free World Association, which publishes the “Free World 
Magazine.” Its purpose seems clearly to mold American for- 
eign policy, though many of its editors and writers are aliens 
or alien refugees, intent on influencing American public 
opinion for the benefit of their particular partisan interests 
in their respective countries. One of the officers of this 
magazine is a former minister in the defeated Red govern- 
ment of Spain. 

The “New York Herald-Tribune” of June 29th contained 
a story to the effect that 100,000 Spanish refugees in Latin 
America were trying to stir up counter-revolution in Spain. 
There you have the bold truth. And Spanish refugees in the 
United States are taking part in this same movement. 

I have no brief whatever for Spain. But, like you, I love 
my own country and I place its welfare first—thus taking 
the same position Churchill and the British justly take with 
respect to Britain, Stalin and the Russians with respect to 
Russia. I want to caution you as Americans to watch out 
for refugees from any other country who try to embroil us in 
further wars. 

A New York columnist pointed out on May 26th that one 
of the reasons Churchill was praising Spain was that the 
British have been making great progress on post-war trade 
treaties with Spain. And this is indicated by other parts of 
Churchill’s speech, from which I quoted. 

Note, then, that while Britain, worldly-wise and look- 
ing to her own interests, has been making trade treaties with 
Spain for after the war, the chief activity of which the 
public knows in the United States with respect to Spain 
is that of a handful of Spanish revolutionaries who have taken 
refuge here in order that they may stir up trouble with 
a nation with whom we are at peace. And many of us 
are so befuddled as to where our own vital interests lie 
that these mischevious people might involve us in another 
war. 

Now, we already have two wars on our hands. The 
Spaniards are among the best fighters in the world. They 
could put a million men in the field. I think the patience 
and good sense of our own State Department, and prob- 
ably of the Spanish government also, can be depended 
upon to keep things on an even keel. But it is disturbing 
that these aliens should be plotting in our midst. Have 
we Americans so little on our platter today that we are 
going to let these revolutionaries, who have no interest 
in the United States, involve us in a war with Spain— 
especially when Britain, our nearest ally, so clearly sees 
the wisdom of preserving friendly relations? 


* * . * 


In the platform and speeches of the Convention last 
week of one of the two major parties, there was stressed 
the need to win the war as soon as possible and to bring 
the boys home. This certainly struck a chord in the heart 
of every American. 

And to this end we Americans should from now on 
have increasing regard for American vital interests. Too 
long have we permitted aliens to play a part in the mold- 
ing of American policy. Other countries have not toler- 
ted such a practice. At the moment, we are a military 
ally of Soviet Russia. Stalin himself has testified—as well 
he might—to the importance that American production 
has been in bringing Russian victories. We have been gen- 
erous with all of our allies. 

Why, then, should it be necessary for the Soviet Em- 


bassy to have today in the United States as stated in the 
“Washington Times-Herald” of May 3lst, 2,400 Soviet 
agents, each with diplomatic status—with 1,300 more in 
Latin America? Since the Congress and the President 
have been fully supporting aid to Russia, the question 
arises whether the purpose is not somehow to influence 
American policy. Has the United States 2,400 political 
agents in Soviet Russia? 

The “Times-Herald” article, from which I have quoted 
says that congressional investigators have found that Rus- 
sia has established in this hemisphere one of the greatest 
propaganda agencies in history; that these 3,700 “diplo- 
matic agents” (1,300 of them are in Latin America) are 
“busily engaged in the furthering of Soviet interests in 
industry, trade, business, finance, education and entertain- 
ment in the two Americas: “that while the United States 
is occupied, after defeating Germany, with its war with 
Japan, Russia, which obviously has no intention of aid- 
ing us against Japan,” will be free to pursue its expan- 
sionist policy in North and South America;” that “hemi- 
spheric headquarters for the Soviet propagandists have 
been set up in Mexico City;” that when one Jesus Her- 
nandes, minister of education of the defeated Spanish Red 
government, and who fled to Russia when Franco won, 
landed at Seattle some time ago without a passport, he was 
not detained by our government, which would have been 
the usual procedure, but was officially escorted to Mexico, 
where he is now one of the leaders in the Soviet propa- 
ganda headquarters. Lastly, this article said that the So- 
viet propagandists were cultivating the Hollywood mov- 
ing picture colony, and have put before the State De- 
partment a proposal to confer Soviet decorations on the 
movie moguls who have produced pictures lauding the 
Soviets. 

* * * + 


We Americans need to re-survey American policy— 
and from the purely American standpoint. We need to 
wake up. 

We need, young and old, to study our own history, so 
long neglected in our schools and colleges. We need to 
re-acquaint ourselves with the reasons for our country’s 
greatness. We shall at all times be ready enough to help 
our Allies, but at times we have actually placed the inter- 
ests of other nations ahead of our own. We need to re- 
turn to the normal attitude of placing American interests 
first. 

No other nation on earth permits such an influx of propa- 
gandists as we have had from other countries. To be con- 
siderate of the needs of other nations is all right—and we 
have usually been very considerate. But to let other na- 
tions walk into our house and push plans that may be 
utterly inconsistent with our own vital interests is just 
plain soft-headed. If this policy continues, we shall be 
courting—and we shall deserve disaster. 

We need to remember that America, because of the free- 
dom she has had, has shown the world new horizons—has 
set new and higher standards, not only materially, but in 
charity and philanthropy and in science. 

We need to remember that, while we are willing to ac- 
cept ideas from whatever direction, yet we can’t have been 
wrong about our political and social institutions for a hun- 
dred and fifty years. 

Our American civilization has been based on the Chris- 
tian precept of the sacredness of the individual; on the 
Christian charity of the Apostle Paul; on good will toward 
men; and plain hard work. 

The framers of the Declaration of Independence held 
certain truths to be self-evident. 
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We can now hold as equally self-evident that the liberty 
they won has been the essential foundation of American 
life: that that liberty is now in grave danger of destruc- 
tion, not so much by enemies without as by enemies within. 
We need to realize that this danger has not just happened, 
but has been planned; that it has succeeded so far because 
so many of us have been too busy, with our work or our 
pleasures, to realize what’s going on. 


When Benjamin Franklin, at the end of the Consti- 
tutional Convention of 1787, was asked what kind of gov- 
ernment they were setting up, he replied, 

“A Republic, if we can keep it.” 

We have kept that Republic more than a century and a 
half because we had freedom, and held American interests 
first. 

Are you now willing that we should lose it? 


Organizing Full Employment 


CONSCIOUS DIRECTION NOT AUTOMATIC CONTROL 
By RT. HON. ERNEST BEVIN, Minister of Labour 
Delivered in House of Commons, London, England, June 21, 1944 


BEG to move, “That this House takes note of Com- 

mand Paper No. 6527 on Employment Policy and wel- 

comes the declaration of His Majesty’s Government 
accepting as one of their primary aims and responsibilities 
the maintenance of a high and stable level of employment 
after the war.” 

I think that this Motion is one of the most important that 
has been debated in this assembly for many years. It embodies 
the most important principle that has come before the House 
for a very long period. In laying down that it is the primary 
responsibility of the Government to maintain a high and 
stable level of employment, we are turning our back, finally, 
on past doctrines and past conceptions and looking forward 
with hope to a new era. Unemployment has been the subject 
of many Debates in this House. We have had many marches 
of the unemployed. 

We have had these marches of hungry men, demonstrating 
their poverty in a highly civilized society, during a century in 
which wealth has accumulated at a rate unprecedented in 
the history of the world. From 1886, when the late John 
Burns led the London unemployed through Pall Mall, on- 
wards to the Northampton bootmakers, right down to the 
miners, between the two wars, we have had this horrid 
spectacle of unemployed men, not refusing work, but asking 
that society should so organize itself that work might be 
provided and their families maintained. During that period, 
all through the end of the nineteenth century and the first 
part of the twentieth, there was a tremendous agitation and 
disturbance. It is difficult to convince a great many people 
that, prior to the introduction of the employment exchanges 
and Unemployment Insurance, there was the assumption that 
unemployment did not exist to the extent that it did after- 
wards. It did, but it was not known. Statistical knowledge 
was not available, and the public was not aware of the in- 
tense suffering that ensued. But during that period the 
House of Commons and the country became conscious, and 
realized that the State could not be inactive when faced with 
the evils arising from mass unemployment. 


ERADICATING THE EvIL 


If we take the period from the Seventies right up to the 
outbreak of this war, we have only had really full employ- 
ment under three conditions—the making of armaments for 
impending war, during war, or on the discovery of more 
gold fields and the expansion of credit. On other occasions, 
unemployment in cycles has arisen from time to time. The 
problem became so acute that the State had to decide to 
introduce our social services, and an attempt was made, fol- 
lowing on the work, which I am sure the House has been 


pleased to see honored, even late in the day, of Sidney Webb 
and Mrs. Webb in the break-up of the Poor Law, and 
the attempt to regularize assistance in its various forms. It 
was followed by new measures, which were tried out during 
the depression. —There was a tentative public works policy, 
training, transference schemes and, lastly, the Special Areas. 
But all these were merely measures to minimize the effect 
of unemployment, not a recognition that unemployment was 
and is a social disease, which must be eradicated from our 
social life. The State’s job up to this date has been to deal 
with the after-effects of the disease, and not to take active 
measures itself to promote and maintain economic health. 
This Motion is an assertion that, while there will still be 
difficulties to contend with, and the social services must con- 
tinue to play their part, the first consideration must be the 
way to remove the cause. Having tried relief in all its forms, 
we now propose to diagnose, and we hope to cure. 

The Government welcome the fact that Parliament is— 
I hope irrespective of party, and with widespread agreement 
—at last facing this problem as a fundamental issue. We are 
indeed grappling with the problem which is uppermost in 
the minds of those who are defending the country today, at 
home, overseas, and in those bitter fights across the Channel. 
With my right hon. Friend the Prime Minister, I had an 
opportunity of visiting one of our ports and seeing the men 
of the 50th Division, among others going aboard ship— 
gallant men, brave men with no complaint. They were off 
to face this terrific battle, with great hearts and great cour- 
age. The one question they put to me when I went through 
their ranks was, “Ernie, when we have done this job for you, 
are we going back to the dole?” ... It was put to me in that 
way, because they knew me personally. —They were members 
of my own union, and [| think the sense in which the word, 
Ernie, was used, can be understood. Both the Prime Min- 
ister and I answered, “No, you are not.” ‘That answer of 
“No” to those brave men, going aboard those ships to fight, 
was an answer which, I hope, will be supported by the 
House, and I hope that policy will be directed towards mak- 
ing that answer a fact, not only for them but for future 
generations. There is an obligation on all of us to bend our 
abilities and our energies to finding the right solution, and 
an obligation not to dissipate energy merely in destructive 
criticism. 

The Government have come forward not only with a 
statement of their objective, but with an outline of the prac- 
tical measures for attaining it, which, with the support of 
Parliament, they intend to operate with full vigor. I am 
convinced that although the Governments may change, and 
1 hope, will change—I should not like this job forever—any 
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party which faced the people of this country at a General 
Election and refused to accept the principle of full employ- 
ment, would not be returned to this House. It may be argued 
that we ought to have laid down a carefully-designed blue- 
print, a plan worked out for every phase which might con- 
ceivably arise. But I suggest that in a changing world, such 
a course is impracticable. It is in the attitude of mind, the 
direction of Government policy, in the whole of Civil Service, 
as well as Ministerial support, that this problem must be 
faced with a view to adjustments being made, from time to 
time, in order to achieve the objective. 

The Government do not claim that the White Paper is 
the final solution of this problem. The proposals do not raise 
the question, for instance, of whether industry will, forever, 
be privately or publicly owned. Some say that all benefits of 
enterprise arise from private industry, and some say they arise 
from public ownership. Well, I have seen a bit of both. I 
have seen enterprise absent from public ownership and I 
have seen enterprise completely absent from private owner- 
ship. Therefore, the question of how you can give effect to 
decisions as to who will own industry, is not prejudiced by 
this White Paper. The proposals of the White Paper will 
operate, whatever the ownership of industry may be. There 
are those who have gone “cock-a-hoop” in certain parts of the 
Press, because they think that we who represent the Labour 
Party in the Coalition Government—and I do not apologize 
for it—and who have made our contribution to this White 
Paper, and to all the other great social changes which have 
come before this House, have abandoned our principle con- 
cerning what we think the right ownership for industry 
ought to be. What we have tried to do, is to devise a plan 
which, however you may decide the ownership of industry 
by adjustments which may have to be made, seeks to attain 
the objective. 

The main purpose of the White Paper, and the Motion, is 
to declare war on unemployment, and to indicate how our 
resources should be harnessed for that purpose. Our mone- 
tary system, our commercial agreements, our industrial prac- 
tices, indeed, the whole of our national economy, will have 
applied to them the acid test—do they produce employment 
or unemployment? Under the system which governed our 
economic life from the industrial revolution onwards, unem- 
ployment and deflation were regarded, in the main, as auto- 
matic correctives for the lack of equilibrium in our financial 
and economic position. Incidentally, it was just 100 years 
ago, after the passing of the Corn Law Act and the Bank 
Act, that that automatic control was introduced. This meant 
that industry and human beings had to adapt themselves to 
the working of the financial system, instead of the system 
being adapted to the needs of the individual. The need for 
adjustment was thrown at industry. Revisions of rates of 
wages or production had to be made from time to time, very 
suddenly, as a result the two sides in industry were set in con- 
flict. Strikes and lockouts followed, there was lowered produc- 
tion and the national income was cut down still further. We 
had, moreover, to buttress the old system with our social serv- 
ices, as I have already indicated, and directly this was done, 
the automatic adjustments which were the basis of the old 
system could not be made in the way intended under the doc- 
trines of laissez-faire. The stronger the trade unions became 
the more the resistance to change in money wages. With the 
buttress of the social services, the weapons of starvation and 
bankruptcy did not operate quickly enough, in order to make 
the old system work, and it was doomed from the day when 
the right hon. Gentleman the Member for Carnarvon Bor- 
oughs (Mr. Lloyd George) introduced his social services 
into this House. 


Tue WASTE oF ENERGY 


It is worth while briefly to call attention to what had to 
be done between the two wars, leaving out the temporary 
boom, and beginning with the time when the first adjust- 
ments under deflation were made. ‘There are very striking 
figures. From 1922 to 1939 we lost 250,000,000 days of 
production through strikes and lock-outs alone. Over 60 per 
cent of those disputes arose from the need for adjustments 
due either to deflation or Gold Standard adjustment, and 
were outside the control of industry. Therefore, you set two 
parties to settle a dispute that someone else has created which 
they have no power to settle. That is a most unfortunate 
situation to create, and the way things work in arriving at it, 
is unjust. 

I may be forgiven for referring to the General Strike, for 
which I have never apologized. What happened? In 1921 
there was an adjustment of 40 per cent. Many of us trade 
union leaders had to spend three solid years in making new 
agreements and, when we had made them, within a year we 
were thrown out by 12% per cent. No industrialist in this 
House will get up and say that you can adjust industrial 
efficiency to make up 12% per cent in one year. No one can 
do it, however he may try. Yet that was thrown at us. And 
how was it proposed to deal with it? It was sought to take 
2s. 6d. a ton off coal, which meant so much off steel, and so 
off other things, all the way up through industry. And so, 
the people who suffered were one class of the community. I 
make the assertion, and this is a basic principle of this White 
Paper, that if either exchange or financial adjustments had to 
be made, they must be made over the community as a whole, 
not singling out one particular industry or class. [dn Hon. 
Member: And by this House?}] And by this House cer- 
tainly; but if the House had understood it, we should never 
have had the General Strike. 

What happened? With all that loss of 250,000,000 days, 
wages went down, wages went up, went down again and 
went up again. What was the net result at the end? The 
change in money wages over the whole field of sheltered 
and unsheltered industries, which [ admit did not suffer 
equally — the unsheltered trades suffering more than the 
sheltered trades and professions—was only five points. In 
the 17 years from 1922 to 1939, we had all these fights and 
struggles going on throughout the country, with all the con- 
sequent difficulties, and the adjustment was five points. I 
suggest that the House ought to find some better remedy 
than that. There will be strikes, there will be disputcs, but 
they ought not to be on this issue, which those cencerned 
cannot settle of themselves. In that same period of 17 
years, we had an average of 1,700,000 unemployed, and 
we paid out a total of £1,260,000,000 in benefits and un- 
employment assistance. That payment helped to keep the 
consuming market going and, to that extent, probably pre- 
vented unemployment from being worse, but we had not a 
single pennyworth of production for all that expenditure. 
I do not think that that was good for the country. That 
state of affairs reflected itself in sickness. There cannot be 
long periods of unemployment without malnutrition and a 
weakening of physique; and then what did we get? During 
that period just over a week in every year for every man 
and woman in industry was lost owing to sickness. That is 
a terrific loss. I do not know how much it could have been 
avoided, if there had been good employment, good health 
and a reasonable standard of living, but all of us with 
experience know how the one thing reacts on the other. 

Another very difficult thing arises from this awful business, 
which I would ask every hon. Member who has had a reason- 
able income during all his lifetime to remember. One of 
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the most demoralizing accompaniments of unemployment is 
that the people run into debt, which becomes a millstone 
around their necks. Further, if there are 1,700,000 unem- 
ployed people on an average, there are not far short of about 
6,000,000 people who are suffering from unemployment. The 
1,700,000 are not always the same people. Therefore, over 
a wide area of our social life, this difficulty is constantly re- 
curring, and the total loss of production and national income 
is incalculable. We shall be facing a very difficult situation 
at the end of this war, and apart from all sentiment that 
one might impart into this proposal, we cannot afford that 
loss of production this time. It would be unsound economi- 
cally. We have to carry the aged on the new pension scheme 

good luck to them. We are raising the school-leaving age 
in order that our children may have a better chance in life. 
That is right, but if we are to do this, then we must employ 
every able-bodied man to the full during the best productive 
part of his life and under recent conditions. 


A ConcerRTED ATTACK 


Therefore, we are dealing with the situation through the 
education proposals, the health proposals, the policy of this 
White Paper and the housing policy, and I want the House 
to view it as a concerted attack, and not as being dealt with 
in isolation by the White Paper alone. The coming of the 
State into the arena, full-blooded, as is now proposed, must 
mean the writing of a new code of conduct for industry, 
a new set of rules in our economic life, which must be re- 
spected and respond to the will of Parliament, if the problem 
is to be solved. Let me say, in passing, that no one can look 
at the astonishing variety of products which we have pro- 
duced during this war, without realizing that they are far 
more varied than our production in peace, and our technical 
development has far outstripped anything we had done 
previously. What has done it? The pressure of all towards 
a common objective — to win victory. I ask the House 
whether a common objective, nationally, cannot be adopted 
to carry us, not only through the transition period, but into 
a better economic state after the war. . . 

In industry there are certain standards that are accepted, 
and I think a new code, a wider code and a better code 
will have to be written for the conduct of industry generally 
in this country—a code of conduct and relationships in carry- 
ing on the business of this country. We have made great 
strides in this war in the way of Production Committees 
and all sorts of things. The whole thing is growing up, but 
it is really only the beginning. It has been introduced under 
the pressure of war. 

Now I would like to turn to the basic features of the 
White Paper itself. The White Paper naturally draws 
distinctions between the measures proposed for the aftermath 
of war, and those for application later when we have arrived 
at more stable conditions. The basic problem of the post-war 
period will not be the maintenance of demand and a high 
level of employment, but the orderly change-over of our 
productive capacity. There will be an enormous demand. It 
will outstrip supply for a time. To this I shall refer later. 
I propose, in the first instance, to deal with the long-term 
side and return to the transition period. Under the long- 
term proposals, we proceed in chronological order, and it 
may be an advantage if they are looked at with minds attuned 
to a normal period, because that brings out more clearly the 
approach to the problem on the whole economic front. It 
will be seen in paragraphs 39 and 41 that the Government 
whole-heartedly accept the proposition that total expenditure 
on goods and services must be mairitained at the level neces- 
sary to prevent general unemployment. This involves a com- 


plete reversal of the policy of the years between the wars, 
when it was held that the onset of industrial depression must 
be met by cuts in public expenditure and economies in all 
directions. Diminished purchasing power was diminished 
still further, and the depression thereby accentuated, with 
results which are only too familiar. 


IRONING OuT THE TRADE CYCLE 


In future the Government’s policy will be to meet the 
onset of any depression at an early stage by expanding and 
not contracting capital expenditure, and by raising con- 
sumption expenditure and not reducing it, by such. means 
and devices as may be found most effective. Paragraph 62 
declares that this is a policy directed to the deliberate ironing- 
out of the slump and the boom, but that it will involve more 
economic control by the State than has hitherto been ex- 
perienced. There are three elements to be considered in this 
matter; there is capital expenditure, both private and public; 
there is consumption expenditure, both private and public; 
and there is the foreign balance. In the case of private in- 
vestment, one has to admit that this covers the greater part 
of the field at the present moment, because it is the most 
subject to fluctuations and is, admittedly the most difficult 
to control. Various devices, such as variations of interest 
rates and that kind of thing, have some effect, but we cannot 
rely on that, because the policy of the Government is to 
maintain our policy of cheap money. That must be the set 
purpose and direction of our efforts. I will leave that to 
the Chancellor to deal with tomorrow. It is impossible to 
see very far ahead, but, in any case, as at present advised, 
cheap money is our policy. 

Nothing, by itself, will stop a slump. It is necessary to 
have a combination of activities to stop slumps. Private 
enterprise will be encouraged to follow the Government’s 
line in timing investment. Then we want submitted for 
further consideration a proposal of deferred tax credit, or 
similar devices. I do not object to an equalization of Budget 
Finance. It is not an uncommon thing today, in every busi- 
ness in the country. The practice hitherto in local authorities 
and in the Government has been to reduce taxation when we 
are doing well, and to increase it when we are hard up. I 
would rather pay it when I am doing well, than when I am 
hard up. There is nothing wrong in that, surely, and the 
fundamental principle behind this is to use every possible 
device, in order to check any possible slump. The public 
investment is more easy of control and it can be more 
easily organized, but if we are to encourage local authorities 
and public utilities, to submit their plans in advance, that 
would involve a change of procedure in this House. One 
of the great troubles hitherto when these things have come 
upon us, and public works and other things have been ad- 
vanced, has been that the procedure is so long, that the 
effectiveness of the thing is lost before you have your Bill 
through to remedy it. I submit, therefore, that in considering 
this matter and encouraging local authorities and public 
utilities to advance their plans and have them ready to be 
turned on, Parliament must adjust itself to some new pro- 
cedure in order to be effective. 

The idea is that these plans will be co-ordinated and that 
a target will be set each year for performance in the follow- 
ing year. This is not to be regarded as a public works policy, 
as understood in the old sense. I well remember when Min- 
isters sent round to the Departments to show how few people 
could be employed in public works. The works then envisaged 
were either the building of the dock or the cutting of a road, 
but this is intended to include the whole range of public 
activity, using developments of all kinds—just as when there 
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is a slow-down in industry, every wise management turns 
on the maintenance for the next turn of the wheel and im- 
proves the productive capacity of its undertaking. This sort 
of thing is being translated into this public works policy— 
to turn on national capital at the right moment to improve 
our country, and improve our health and efficiency for future 
developments. It is in that sense, that we should use the 
Public Works Funds, and we want to adjust it in order 
to meet these ebbs and flows which are, to a very large 
extent, outside our control. 

The ebbs and flows of overseas trade, harvests and such 
things are very largely outside Governmental control. We 
cannot control the harvest failure in the Argentine or some- 
thing of that kind. The Coalition can do a lot of things, 
but not that. Past experience has shown, however, that speed 
is essential and we want to urge the House to help in carrying 
out this program in that sense, and to be parties, with the 
local authorities, the utilities, and the Cabinet of the day in 
giving effect to it. The other advantage is that it will be 
a continuous process. It will not be sporadic. The State 
will know what is needed, and will have available the plans 
for development which I have already mentioned. It does 
not mean, however, that we shall hold back every kind of 
public building, waiting for the slump, or waiting for the 
fall. Schools, hospitals and similar amenities and all urgently- 
needed work following the war, will have to be tackled, 
together with certain housing. I cannot enumerate every 
item, but there are wide developments of public enterprise 
far beyond these. 


CONSUMPTION EXPENDITURE 


The second line of defense is consumption expenditure. 
If we are not successful in preventing a decline in capital 
investment, purchasing power for consumers’ goods will 
inevitably decline, and we must avoid the vicious downard 
spiral. It is important at this moment, to realize that the 
methods of adjusting money wages and production, which 
have obtained in the past were very uneven in their applica- 
tion. I have already mentioned the effect on the export 
trades, when adjustments are made in coal, and it is worth 
repeating that the method of avoiding a fall in consumption, 
is one of the vital things which has a bearing on many prob- 
lems, including the distribution of industry. When people 
tell me that there is a great population in London, with a 
great purchasing power, what they are really saying is that 
between the two wars there was not the purchasing power 
in certain other areas with an equal population. Therefore, 
the adjustment of these things on a vast scale has a very 
big effect, from the point of view of purchasing power, and 
a greater equilibrium over the whole areas. 

We venture to suggest that there might be a variation 
in social insurance contributions. In the past, when these 
events overtook us, the only way has been the cutting of 
wages, which affects the whole family. Contributions under 
the social services, as we have seen from the Beveridge pro- 
posals, will be raised, and spread over the whole community 
universally. After further study, it may be worth while 
making an actuarial calculation of which carries the greater 
load in good times because, if you can work it successfully, 
it has the effect of lowering the cost on the employer’s 
portion, and increasing the consumption on the man’s portion, 
by leaving greater purchasing power in his pocket. That is a 
device well worth studying and I hope the House will give 
it careful consideration. There are, of course, variations of 
other arrangements, which I will leave to the Chancellor 
tomorrow, because he is the expert.on these things. I want 
to express very sincere thanks to the much abused Treasury 





officials. No one has been more helpful than they, in trying 
to evolve the plan of the change-over we are now proposing. 

I believe in giving credit where it is due. If we had not 
had the help and experience of these men who, for years, 
have never had very much kudos, I doubt if the Papers could 
have been produced. Therefore, I pay my tribute to them. 
Of course, there will be the turn-over of labor, and I hope, 
in the future, to devise a method which will distinguish 
between the ordinary turn-over of labor and unemployment. 
I think the two things need to be segregated. 1 do think— 
and I will refer to it again in a moment—that in the social 
services plan, in connection with unemployment, the method 
of using social service benefits as a subsidy to wages, and as 
an excuse for inefficiency in industry itself, is wrong. It 
should be designed for the special purpose of unemployment, 
and industry must undertake the other obligations. We must 
treat our economy as a whole. Whatever we do internally, 
we cannot leave out the foreign balance and export trade. 
This element of our economy is largely dependent on the 
policies of other countries. The importance of restoring and 
expanding our export trade to make up for the loss of our 
overseas investments, is generally recognized, but Govern- 
ment action to this end cannot be taken in isolation. I have 
said publicly before that if the creative ability of the State 
is really brought out now, and we act as firms and indi- 
viduals, and are all governed by the great objective that I 
mentioned just now, the worry that might arise from the 
loss of overseas investments and living on interest might 
well be limited. I think there is a great future for this 
country. It is not enly going to survive in war; I believe 
it will survive well in its economic life. 


THE INTERNATIONAL ASPECT 


The amount of production entering into what is called 
the foreign trade of the world is not a very large proportion 
of the world’s total production and consumption. It is very 
small in comparison with the total production and consump- 
tion. We must have foreign trade because the raw materials 
are outside our country. We must buy them, and other 
countries must buy goods from us, if we are to have the raw 
materials, and we must do so under conditions which will 
ensure that our internal economy is not brought near disaster 
with every storm that blows. Before the war, the number 
of people actually employed on what are called exports in 
this country was about 2,000,000 of our total working 
population. Unless there is a method of insulation, there is 
always the danger of the whole economic structure being 
upset by this comparatively small number. Therefore, in 
association with other countries, we must try to agree on 
measures which will prevent the appalling fluctuations in 
the international price level, which characterized the years 
between the wars and which, if there is a reasonably stable 
international price level, make for expansion all over the 
world and give security and confidence. I am hoping that 
the negotiations now being carried on throughout the United 
Nations will lead to that end. We have wholeheartedly 
committed ourselves to this in the Atlantic Charter, the 
Mutual Aid Agreement and the Hot Springs Conference. 
We welcome the initiative taken in the employment field by 
the International Labour Organization. Attention should be 
particularly directed to the resolutions passed at Philadelphia 
on the economic policies for the attainment of social objec- 
tives which are broadly in line with the policy of this White 
Paper. Therefore, international discussions will proceed on 
a wide range of subjects and Parliament will be informed 
of their progress as in the case of the monetary proposals. 
There is one great field that must call for special attention, 
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and that is the development of the Colonial Empire. It must 
have a proper place in our expanding overseas trade. It must 
be systematically organized and have as its objective the 
raising of the standard of life of the 66,000,000 people in 
the Colonies. They can gain and we can gain. It is a com- 
mon effort achieving a common purpose. Success in main- 
taining a high level of employment at home will in itself 
assist the export trade. ‘The more products sold on a good 
home market the more they carry the overheads and assist 
in a reasonable price to meet competition. 


Mosi.ity oF LAsBor 


All these efforts will be nullified unless industry itself 
concentrates on raising its efficiency. I have noticed in the 
public discussions that everybody’s mind turns on the efh- 
ciency of the workers. Efficiency must be meant in a broader 
sense than that. It is not even efficiency in the finishing end 
of industry or part of an industry. If you take the metal- 
lurgical industry as an example, and want to study efficiency, 
you must go from the raw material, coal, right up to the 
finished product, and see whether in each stage you have an 
efficient and well-conducted operation, just as much as on 
the horizontal basis you study the product at a particular 
stage. When we discuss efficiency we cannot have somebody 
just butting in with a lot of out-of-date selling price arrange- 
ments, carrying redundant capital, paying each other levies 
and all the rest of it, and adding them on to the price and 
creating a moribund attitude to the whole development of 
their industries. That is not efficiency. While efficiency will 
be applied generally, there is the difficulty of localized un- 
employment. It may develop in particular industries for 
particular reasons. Last week there was a long discussion 
in the House on the distribution of industry and I do not 
propose to refer to it, but perhaps I may be allowed to refer 
to the distribution, transfer and training of labor. Large- 
scale transfer of labor is not, in my view, the answer to 
localized unemployment. Certain grave social disorders arise 
from it. One is that it denudes the areas concerned of their 
most valuable resources, their young man-power, and results 
in appalling waste of social capital which would be better 
spent on developments. 

We do not, therefore, regard large-scale transfers as the 
solution. At the same time, we must have mobility of labor; 
that is an essential condition. An expanding economy entails 
a certain degree of mobility of labor as well as of industry. 
I have not found in the war, given the right conditions, much 
difficulty in transferring labor. (Interruption.) I know that 
difficulties have arisen from those I have taken, but there 
has not been much difficulty. If I had to direct people to 
jobs that were inferior, they very properly objected, but 
where the conditions have been pretty good I have not had 
very much trouble. There are other reasons why they may 
object—home reasons, and so on. I do not regard the transfer 
of women as I have had to do it in the war in the same 
category. It is a different problem altogether. One of the 
first things we must do is to establish training under Govern- 
ment auspices and no longer regard it as remedial action for 
long-term unemployment. It must be part and parcel of our 
economic system, It must be part of our permanent arrange- 
ments, and industrialists or anyone establishing an industry 
can help in this respect. I have seen works going up, and I 
have seen the unemployed standing about in the neighbor- 
hood, but nobody has thought of beginning to train the un- 
employed while the works were actually being built. In very 
few cases have facilities been there, and my predecessors have 
had to go to the employers and say, “I have 10,000 unem- 
ployed and you must give them a preference in this area,” 


or they have had to use persuasion, and all that kind of 
thing. There has been no organized attempt to have training 
programs arranged in advance so that no time would be lost 
when the equipment and premises were ready to start up. 

There will be an enormous lot to be done in that direction, 
and there must be a scientific approach by employers and 
trade unions. We must pay the trainees better than unem- 
ployment pay. It must be a step up to the full wages they 
will get in industry. We must have full co-operation with 
both sides of industry. I know how hard craft prejudices 
die, and there are good economic reasons for them all. If 
the State comes in in the development of full employment 
and the fears that have helped to produce these prejudices 
are removed, I think it is possible to get greater flexibility 
than we have hitherto had. One great trouble is that of 
housing. If a person has to move from one area to another 
and the only way he can get a habitation is to take up a 
mortgage and get his furniture on the hire-purchase system, 
it acts as a dead-weight round him. Therefore, houses for 
rent are enormously important in order to get mobility of 
labor. 


WAGES AND PRICES 


The White Paper also makes it clear that the Govern- 
ment’s policy for maintaining expenditure cannot succeed 
unless there is reasonable stability of prices and wage rates. 
The fundamental issue is simple. It is little use injecting 
purchasing power to keep up the volume of employment if 
the additional money all goes in profit. It is equally useless 
if it all goes in wages and you get no production for it. If 
the effect of making more money available, for example, for 
housing, is simply to put up the price of houses and not to 
get more houses and more workers employed, the Govern- 
ment’s policy will fail. The adjustment of wage rates must 
go on through the ordinary processes, but the general level 
ought to be related to productivity. I do not object to that 
principle. If we had had through the nineteenth century 
a rise of wages comparable to the productivity of the working 
people, the standard of living in this country would have 
been about double. The people were not organized then. 

We have to discuss it with the parties and work out the 
methods, just as Parliament, I hope, will work out the legis- 
lation as we go along. I have not worked out the precise 
methods, but I have asked my trade union friends, industry, 
and everybody to realize that this is an essential thing that 
must be done. If it is to be done, we have to alter the old 
catch-as-catch-can methods that we have had in the past. 
I am glad my hon. Friends behind me cheer. No one has 
had more throws in the wrestling system with wages than 
I have had, but the catch-as-catch-can method was not always 
on one side. I would like to see that old system in wages go. 
We want to relate wages to efficient production. There are 
many industries which I have had the honor to represent 
which were on this basis. The result was that our wages 
came out of the sweated level up to a decent standard. The 
adjustment of prices will also go on, but there must be no 
action on the part of any sectional interest to force prices 
to an artificial level. The test of good management and 
distribution, if this scheme is to work and consumption is to 
be maintained, is how near the cost of production the pro- 
ducer, when he comes home and becomes a consumer, can 
buy his own goods. 

We want to get rid of casualization of labor. I will not 
elaborate that point now. The House knows enough about 
it and how demoralizing it is. The less casualization there 
is, the more efficiency you get in industry. As one great 
industrialist once said to me, “Keep a steady pressure up; 
by a steady pressure on wages you will make the man on top 
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use his head.” Nothing promotes efficiency more than a steady 
pressure on organized industry. Another matter that enters 
into this problem is the hours of labor. This, again, will 
need to be very carefully and scientifically studied. The 
growth of mechanization makes for the right use of the 
organization. If I may offer a predilection of my own, it 
is that if I had a choice between a few minutes off a day, 
or an extension of the annual holiday, I would prefer the 
annual holiday... . 

When you are reducing on the one hand, you must not 
reduce to a point which makes it difficult, whereas longer 
holidays give an opportunity of bringing your maintenance 
up to date and rejuvenating your industry while your main 
productive workers are off. That may be a real economic 
asset, while serving two purposes. That is the point 1 want 
to make. | am open to argument and conviction but these 
are points, I think, in the new economic adjustment. Indeed, 
the new responsibility of the State develops important 
machinery at the center. We must have the analysis of a 
great deal more information about our economic life. I hope 
there will not be too much talk about forms. We must have 
the information, in order to arrive at a right judgment. 
There must be a systematic review of our resources at home, 
so that we can use them, with our exchange position, to the 
absolute maximum, both material resources and human. 


IMPORTANCE OF STATISTICS 


It is proposed to establish a small central staff of experts, 
which will not be like the old Economic Council, of which 
I used to be a member and which met once a month. It 
never knew what it decided, or perhaps did not decide any- 
thing. We shall need continuous examination of evidence, 
papers and statistics, upon which the Ministers can come to 
their conclusions, and not from some outside body, but with 
Ministerial responsibility. There are five broad categories 
which we shall need. There is the financial survey—and my 
right hon. Friend the Chancellor of the Exchequer will deal 
with that side of the matter in his speech. There is a very im- 
portant survey which will be charged to my Department in 
future, called the Man-power Budget. This proposal we 
regard as absolutely vital. —The Ministry of Labour hitherto 
has come in after the event, and paid the benefit. It was a 
misnomer to charge the Minister of Labour with responsi- 
bility for unemployment. He can only persuade. It is now 
proposed that there shall be supplied to the Ministry of 
Labour all the information necessary so that the Minister 
can predict pretty well where employment will rise or fall, 
and it is not difficult to do. There is the credit position of 
the various industries, the forward bookings, the rise and 
fall of markets and so on. I would say to the employers 
of the country that I really believe if they have to sit down 
and make for us this forecast of their forward orders, that 
it will make them think what their forward orders really 
are, and it may cause a different approach altogether to this 
problem. When the information is in and the Budget is 
prepared, it will be for the Minister of Labour to hoist the 
danger signals at once to his colleagues in the Cabinet... . 

The returns of the human budget will be compulsory. 
We did not put down compulsion of this and that in the 
White Paper, but we have projected it for the Debate. The 
intention of the Government is that this kind of return, with 
the Census of Production, should be obligatory. You must 
have it or you cannot work the system, just as we get returns 
of people who are discharged, and the rest of it, at the 
present time. 

Before the war, we had about 15,000,000 people insured 
against unemployment, of whom I have already said 1,700,- 


000 were, on an average, unemployed. ‘This total ot 15,000,- 
000 will be attected in a variety of ways at the end ot the 
war. ‘Lhe raising of the school-leaving age will attect it, 
and so will increasing longevity. We have talked about 
the sixty-fives hitherto, but all the evidence goes to show, 
thank heaven, that we sixty-fives are much younger than we 
used to be. One cannot tell exactly what the numbers will 
be, but 1 estimate, taking the same categories that were 
insured before the war, with the women who will remain 
in industry and in the protessions, that the number will be 
about 16,000,000. It will be almost sure to go up another 
1,000,000, representing those who will be looking tor em- 
ployment or going into the Services. We shall have to esti- 
mate what the basic industries, such as agriculture, coal, 
cotton and so on, need and can carry; they are the staple 
industries. We shall have to estimate how many will be 
absorbed by those industries, in relation to the increase in 
consumer goods. 

‘The main purpose of the human budget is to be looking 
to the future ail the time, and not merely registering facts 
that have occurred. We have gained great experience about 
this during the war. ‘This long-term policy will, as 1 have 
said, depend upon stability and the right adjustment of taxa- 
tion and insurance and all those complicated by co-ordinated 
needs. | join with the Chancellor of the Exchequer in saying, 
particularly at this period, that the Budget should be bal- 
anced over a period ot years. | have seen some criticism in 
some of the weeklies because of this statement. 1 am not 
myself going to depart, any more than he is, from the 
principle of reasonably sound finance. | think all these other 
measures can be supplementary and contributory to it, but 
1 do not believe in using the wrong instrument for the pur- 
pose. After all, our credit position in the world will be a 
very important factor at the end of the war, and | would 
not like to pass this point, or let it be assumed that any other 
colleague—the Chancellor of the Exchequer or anybody else 
—is not, like | am, a party to this proposal. I should like 
to hear the views ot hon. Members upon it during the Debate. 


THE Prosp_LeMs or TRANSITION 


Now | turn to the special measures for the transition. As 
I said at the outset, the transition is an entirely different 
problem. We shall have to exercise extraordinary care in 
the transition period. lf we do not adopt the right measures 
then, we may not be able to adopt them at an early date. 
One must feed into the other. That is vital. To do it, there 
has to be national discipline. 1 do not suggest that we shall 
need all the controls that have operated during the war, but 
let me mention one or two. Let us assume for a moment 
that everybody is agreed that the export trade has to be 
revised. ‘he home market will be clamoring for goods; are 
we to start on the export trade when we have satisfied the 
home market? | suggest that if we wait, we shall have lost 
our export market. ‘Therefore, we shall have to ration sup- 
plies for the home market, to reserve a proportion, and to 
begin building up good will and trade for our exports. It is 
no use people turning this thing into a political conflict. It 
is a question of absolutely essential measures. 

The same thing applies in the home market. One of the 
things that have carried us through this war is that people 
accept the view that if we have not always been fair we 
have done our best to be fair. This deferred buying means 
a pent-up purchasing power. Millions of women will still 
go to work while lots of others will have time on their hands 
when they are released. If you want to keep peace in this 
country and not have disturbance, the woman who goes to 
work and has not the same advantage in shopping must be 
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able to get her sheets, blankets, and other domestic utensils 
on exactly the same terms as those who have plenty of time 
on their hands. ‘These are simple domestic things, and some 
form of rationing will be absolutely essential until the mar- 
ket is full. We do not know what the food situation will 
be in Europe for a considerable time after the war. No one 
can foresee it. There may be a great strain on the foodstocks 
of the world. Who, then, would be foolish enough to say, 
immediately the balloon goes up and the Armistice is signed, 
“away with controls.”” You must keep order by maintaining 
these things, and a sense of fairness right throughout the 
community. 

‘Then we have to make a selection, according to our use 
of raw materials for home production of the industries we 
can start up and develop. We have no foreign investments 
from which to buy anywhere. We have to get from abroad 
things that we can turn into finished products which will 
maintain our purchases of foreign materials. Therefore, con- 
trol of raw materials is absolutely vital for a considerable 
period after the war. In that, there may be difficulties about 
patches of unemployment, but I can assure the House that 
we shall utilize all the experience we have gained during the 
war in order to get over them. I have been asked whether 
this will involve the direction of labor. It may not, but I 
do not believe I should have any difficulty, if it takes a long 
time to re-tool an industry in a given place and if I have 
an industry 20, 30 or 40 miles away, in making temporary 
arrangements, to develop where I can develop, during this 
interim period. The working people of this country are not 


unreasonable. They have common sense like everybody else, 
and I am certain that, handled properly, this thing can be 
got over without any very great difficulty . . . purely in the 
transitional period. You cannot switch over. There will be 
co-operation among all parties to maintain stability and order 
while we get on to a more stable level and can see where we 
are. Another very important thing we must do during this 
period is to keep up the savings effort, to maintain the sur- 
plus savings of the country. That must be done. We must 
control the use of capital and access to the capital market. 
All these devices are intended to give the Government of 
the day a stable, steady position during the transition, so 
that they can devote their minds and attention to working 
out by an ordinary method, the more permanent conditions. 

I conclude by commending the Motion to the House, with 
this word: It is not final, it is pioneering, it is blazing a new 
trail. It is turning our backs on the old system. It is intro- 
ducing, as against automatic control, conscious direction. It 
places a great responsibility upon Parliament and upon the 
Government of the day, and the integrity of its action: to 
have in its hands the direction of the economic life of the 
country as it wills is not something to be taken lightly. But 
having taken on that responsibility, then with the great 
standard that has been built up in our Civil Service, with the 
standard of our public conduct in dealing with these affairs, 
and with our great traditions in public life, both local and 
national, we can with safety start out on this road this week 
and begin to say that we have left the old vexed disease of 
unemployment behind us. 


The Brave New World 


THE BRETTON WOODS MONETARY CONFERENCE 
By MERRYLE STANLEY RUKEYSER, Journalist 
Broadcast over Station WLW, Cincinnati, Ohio, August 12, 1944 


T is a human tendency—amidst the harsh realities of 
total warfare—to dream wistfully about the coming 
of a “brave new world.” And in facing the prospects 

and attempting to keep our feet on the ground, it is well to 
remember the injunction of the poet, Robert Browning, who 
counselled that it is better to aim high and fail than to 
aim low and succeed. 

That is good advice if applied with common sense. There 
is no ceiling on man’s potential accomplishments, but, at the 
same time, it should be recognized that tangible gains must 
be predicated on respect for the principles of physics and 
echemistry on which the material world operates. To build 
Utopias in defiance of scientific principles is only a fool’s 
errand, and, if false hopes are momentarily good for morale, 
we must ultimately pay for such folly in subsequent episodes 
of disillusionment, cynicism and despair. After World War 
I, when citizens of war-weary nations of Europe found the 
realities which they faced far less glamorous than the pros- 
pectuses in the story books they had read, they proved suckers 
for personalities and theories hostile to their own liberties. 
That “opera bouffe” character, now already almost forgot- 
ten, Benito Mussolini, rose to power through capitalizing the 
despair and pessimism of the war-weary Italian people. 
Shortly after his accession to leadership, one of his aides told 
me, while I was in Rome, that the secret of Mussolini’s 
power was that he regarded the Italian people as children. 
Thus, he would relieve them of what the late Graham Wal- 
lace described as the “painful task of thinking’ and he would 


say to them, as to children, ““You may do this, but you may 
not do that.” 

From this object lesson, we see that the aftermath of 
feeding people pop and hocum is disillusionment and loss 
of confidence. The creative impulse which makes the Amer- 
ican people great is their eternal confidence in themselves. 
Thus it behooves every American to undertake to conserve 
this precious national asset and to avoid impairing it through 
the glib circulation of false theories and crackpot ideologies. 

I recently spent three weeks and two days at Bretton 
Woods, New Hampshire, where the representatives of forty- 
five nations met to discuss postwar financial arrangements at 
the United Nations Monetary and Financial Conference. It 
seemed to me that the Conference provided what the psy- 
chologists describe as an escape mechanism. The delegates 
and technicians, facing a world distorted and tremendously 
out of balance, dreamed wistfully of a coming world in 
which there would be a high degree of economic and financial 
stability everywhere, and in which men in all countries would 
be fully employed, carrying on useful work at a high level, 
and eternally liberated from fear of the penury of nature. 

It was, of course, the American theorists and technicians 
who let their imaginations run most freely in this flight of 
fancy. Many of the foreign delegations, with less roseate 
postwar prospects than the United States, took a more sober 
view of the outlook and the problems. 

The spokesmen for Great Britain, which ranks itself 
among the big three nations of the world, were always con- 
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scious of the devastating effect of the war on her national 
economy and future prospects. The British delegates knew 
that the United Kingdom had already paid a heavy price 
for her epic adventure in resisting the nefarious Axis aggres- 
sion. They were aware that, among other things, the 
British had sold off most of their liquid and negotiable for- 
eign investments, thus ending Britain’s long and distinguished 
role as a great international creditor nation. They knew 
also that the British had accumulated on current account an 
unpaid war bill for materials and supplies which will amount, 
by the end of this year, to twelve billion dollars. 

It was with full knowledge of this economic setting that 
Lord John Maynard Keynes, chairman of the British delega- 
tion to Bretton Woods, made less extravagant claims as to 
expected benefits from the new instruments of finance 
wrought at Bretton Woods than did Dr. Harry D. White, 
spokesman for the United States delegation. 

Instead of echoing Dr. White’s effervescent thoughts to 
the effect that the eight billion, eight hundred million Inter- 
national Monetary Fund and the nine billion, one hundred 
million dollar Bank for Reconstruction and Development 
would create full employment and unending prosperity 
throughout the world, Lord Keynes simply expressed his 
hope that these new instrumentalities would, after the war, 
give the weary belligerent nations what he termed “a 
breather.” 

Likewise, a grim realism was reflected in the attitude of 
the delegation from many other countries. For example, the 
delegation for Soviet Russia was in no mood for intellectual 
frivolity and idle theoretical speculation concerning the fu- 
ture. Mr. M. S. Stepanov, head of the Russian delegation, 
seemed sobered by a realization that his great country had 
to a large extent been devastated by enemy action, on the 
one hand, and by a scorched earth policy during retreats on 
the other. 

Knowing that their place in the sun after the war depends 
on their capacity to make things efficiently, the Russians 
have a single-minded and passionate determination to re- 
store their ruined factories and hydro-electric plants at the 
earliest possible moment after victory. Thus, while the 
American theorists and technicians may have dreamed glam- 
orously about using the Fund and the Bank as instruments 
for manipulating a “brave new world” into existence, the 
Russians seemed to regard these same institutions in a more 
primitive way, as agencies which would provide them the 
dollars with which to buy in this country large quantities of 
machine tools, electric motors, and other mechanical aids to 
modern production. 

Likewise, the delegation for India seemed much less in- 
terested in metaphysical speculations concerning the manipu- 
lative power of money than in their own concrete and tan- 
gible plans to industrialize their courtry to a large extent 
after the war. They were eager above all else to induce the 
representatives of the other nations to use the new financial 
machinery under consideration as a means of helping them 
collect in whole or in part their-frozen war debt of three 
billion dollars owed by Great Britain. They were especially 
eager to get dollars with which to buy American machinery 
and “know-how” after the war to implement their newly- 
devised Bombay Plan for the economic development of 
India. 

Likewise, the so-called backward or raw-material nations 
of Latin America, through their delegations to the Confer- 
ence, reflected their growing ambition to develop home in- 
dustries and thus to diversify their internal economic activi- 
ties. This view reflects a growing fashion of thought to the 
effect that a nation which is primarily agricultural and 
which must depend on foreign sources for processed goods is 
in an inferior and dependent economic position, and the ex- 





ponents of this view, which is coming into increasing accept- 
ance, can cite chapter and verse to defend their position. 
They remember, for example, that the Republic of Chile had 
long built its national economy in accordance with the Mid- 
Victorian free-trade theory of international specializiation. 
Chile long relied for her national income mainly on her 
world monopoly in nitrates and on her position in copper 
mining. But the creative mind, working in the field of 
science and invention, disturbed the assumptions on which 
Chile had made her national plans. Chemists upset Chile’s 
monopolistic position through producing nitrates syntheti- 
cally from the air. Thus, the selling price of nitrates col- 
lapsed, and Chile faced the necessity of remaking her na- 
tional life. 


So overpowering is this Latin American urge to develop 
home industry that the delegates from the Republics south 
of the Rio Grande, though enthusiastic enough for the 
International Stabilization Fund, were cool towards pro- 
posals for the World Bank. It apparently reflected their 
belief that the facilities of the Bank for making and guar- 
anteeing long-term foreign loans would be used more to 
rebuild devastated areas of Europe and Asia than to develop 
backward regions of Latin America. 

In connection with the unmistakable aspirations of many 
of these raw-material countries to diversify their economic 
life, it becomes clear that, in discussing tariffs and free 
trade, the delegates were thinking in terms of a double stand- 
ard—one for themselves and a different one for the United 
States. There was enthusiasm for inducing the United States 
to lower its tariff barriers so that other countries could 
rehabilitate their economies through enriching themselves by 
sales to Americans. They did not want, however, to apply 
such a doctrine to their own situations, arguing instead that, 
since they had infant industries to protect, they needed tariffs. 


I mention this surging of national ambitions because I 
think it helps to give us a realistic pre-view of the future. 

Although the day-to-day press accounts from the Bretton 
Woods sector magnified the differences of opinion concerning 
the set-up of the institutions which were tentatively created 
there, it was obvious to me, from the outset, that agreements 
would be reached. The compelling forces moving in the 
direction of agreement were overwhelming. In the first 
place, with the war still actively raging, it was essential for 
morale purposes for the United Nations to give at least a 
show of unity. Secondly, in unilateral conferences held with 
various nations during the last two and a half years and in 
a preliminary roundtable of some fourteen principal nations 
held at Atlantic City prior to the Bretton Woods meeting, 
agreement on broad principles had already been reached. 
Thirdly—and most important of all—every other nation, 
recognizing the primacy of the United States as a producer 
of goods and as a possessor of loanable funds, wanted to 
keep the United States interested in proposals for post-war 
financial amelioration of the world. In the circumstances, it 
was unthinkable that representatives of any of the nations 
which were invited to participate in the Conference would 
kick Santa Claus. 

Of course, it should not be overlooked that the seal of 
approval placed on the blueprints for the Stabilization Fund 
and for the World Bank were tentative in character. Each 
delegation merely agreed to submit the understandings 
reached at Bretton Woods to their respective governments 
for final determination. President Roosevelt and Secretary 
Morgenthau, who was chairman of the United States dele- 
gation and president of the Conference, made it perfectly 
clear that the proposals adopted at Bretton Woods would 
be submitted to Congress fur acceptance or rejection. Rob- 
ert F. Wagner, Democratic senator from New York, in his 
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role as Chairman of the Senate Committee on Banking and 
Currency, announced that action in the Congress would be 
delayed until after the election. 

Since operation of either the Bank or the Fund without 
United States participation would be analogous to playing 
“Hamlet” without Hamlet, it is deemed likely that Congress 
may, instead of frankly accepting or rejecting the proposals, 
undertake to make revisions and alterations in both struc- 
tures. 

But what about the larger significance of these financial 
undertakings? They can be useful only to the extent that 
they are divested of extravagant promises. Of and by them- 
selves, they can do little more than give war-weary nations 
a chance to catch their breath. 

If reliance is to be placed primarily on the manipulation 
of money and exchange rates through the Fund and the 
Bank, then we will be building the “brave new world” on 
quicksand. The Fund can provide a semblance of such sta- 
bility as may be desirable in a changing and dynamic world 
only if member nations pursue policies which are conducive 
to stability. Specifically, no manipulative pegging of ex- 
change rates can long stand up in face of failure of a nation 
involved to put its own financial house in order. Funda- 
mental rehabilitation requires prudent national financial 
housekeeping, including balanced budgets. Externally, sta- 
bility must be related to a recognition on the part of each 
nation of its obligation to make payment for imports of goods 
and services with exports. Loans and overdrafts can tem- 
porarily delay these adjustments, but they cannot obviate the 
ultimate need for them. If all the nations thus play the game 
fairly, the Fund can operate successfully. But this is faint 
praise, because, under such circumstances, there would be 
little need for elaborate financial machinery for stabilization. 

As for the long-term World Bank, that is largely a device 
to make foreign lending in the United States seem more 
attractive to individual and institutional investors. In view 


ment to foreign nations and companies which occurred be- 
tween the two wars, considerable resistance has developed in 
this country to conventional international lending. The pro- 
posed World Bank was designed to provide new atmosphere 
and some new window dressing. The Bank provides, for 
example, that only those foreign loans which are approved 
by the home government of the borrower can be made or 
guaranteed through the Bank. In addition to approval, the 
home government must also guarantee repayment of prin- 
cipal and interest. Eighty per cent of the resources of the 
proposed World Bank would be used for additional guaran- 
tees of such loans. Each member country would participate 
in the liabilities incidental to the guarantees in proportion to 
their subscription to the Bank. At a time when foreign credit 
is not likely to be too good, these various types of guarantees 
are designed to make such loans more enticing. Of course, it 
should be recognized that the resources of the Bank are 
relatively small in relation to the needs. The Bank would 
be entirely loaned up if it met the demands for funds from 
Russia and China alone. 

From a long-term standpoint, the chief significance of the 
Bretton Woods meeting was in focussing attention on the 
need after the war of picking up the loose threads in the 
fabric of international trade and finance. The threads have 
been broken during ihe war years when there has been a 
serious destruction of physical resources and financial credit. 

The Fund and the Bank represent theoretical approaches 
to this larger problem, which will long be with us, of trying 
to bring order out of chaos in a war-torn world. In spite of 
obstacles, the job can be done, but we should noi rely too 
much on financial manipulation. The task of reconstruction 
calls instead for the spirit of thrift and industry—for the 
sweat and groan of human labor, aided by an abundance of 
mechanical energy and modern tools and machinery. Our 
forbears built up the United States the hard way, and their 
experience should be an inspiration and a guidepost to other 
nations. 


of the defaults on loans by individuals and by the Govern- 


Constructive Reconversion 


THE GEORGE BILL vs. THE MURRAY-KILGORE BILL 
By ROBERT A. TAFT, Senator from Ohio 
Delivered in the Senate of the United States, Washington, D. C., August 10, 1944 
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R. PRESIDENT, the question of post-war con- 2. On the executive side, creation in the Office of War 
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version was first dealt with by the Baruch commit- 

tee report. ‘That report was made on February 15, 
1944. It received very general commendation from all the 
newspapers in the United States. It was generally accepted 
as a program for post-war conversion. So far as I can see, 
the Kilgore bill has practically neglected the Baruch report 
and thrown it to one side. It proposes an entirely different 
program. Why the Baruch report was not sooner written 
into legislation I do not know. At this point in my remarks 
I ask unanimous consent to have printed in the Recorp the 
summary index of recommendations A, B, and C of the 
Baruch report because 1 think that report shows the basis 
tor our whole reconversion legislation, particularly as 
embodied in the George bill. 


Part III. Summary INDEX oF 
RECOMMENDATIONS 
A. HUMAN SIDE OF DEMOBILIZATION 


1. That the Government forces dealing with the human 
problems of demobilization be unified on two fronts—the 
executive and Congress. 


Mobilization of the new post of Work Director to “see that 
the human side of demobilization is not forgotten.” 

3. This Work Director to be a man of such outstanding 
calibre as “to command the immediate confidence of the 
country.” 

4. This Work Director to work with Congress in the 
development of a combined program of legislation and 
operations “to carry out the objectives that all of us share.” 


5. Among the fields to be covered by this Work Director 
—personal demobilization of the armed forces, developing 
adequate machinery for job placement of veterans and 
demobilized war workers, adequate care for returning vet- 
erans, physical and occupational therapy for wounded and 
disabled, resumption of education interrupted by war, voca- 
tional training, the special employment problems of the 
great war industries and others. 

6. That there be in each community only one place to 
which returning servicemen and servicewomen need to go 
to learn all their rights and how to get them. 
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B. SETTLEMENT OF TERMINATED WAR CONTRACTS 


1. To assure quick cash pending settlement, a complete 
financial kit is assembled, including: 


(a) Immediate payment—the full 100 percent—for all 
completed articles. 

(b) On the uncompleted portion of the contract, imme- 
diate payment—the full 100 percent—of the Government’s 
estimate of factual items, where proof ordinarily is simple, 
such as direct laber or materials, and of other items on which 
the Government is able to satisfy itself, up to 90 percent of 
the contractor’s total estimated costs. 

(c) Immediate payment—the full 100 percent—of settle- 
ments with subcontractors as soon as approved. 

(d) Payment by the Government of interest on ter- 
mination claims until settled. 

(e) As insurance against delays in validating claims, a 
new simplified system of T (termination) loans by local 
banks, with Government guaranties, to be available to all 
war contractors, primes and subs. 

(f) For those unable to obtain such loans from their local 
banks in 30 days, the Government to make the loans directly. 

(zg) Until the new T loans are authorized by Congress, 
extension of V and VT loans to all eligible borrowers. 

(h) Finally, for hardship cases, unable to use any of the 
tools outlined above, expedited settlements. 


2. Quick, fair, and final settlement through negotiation 
by contractors and procurement agencies. 


3. As a more effective safeguard of the public interest 
than the kind of review suggested by the Comptroller Gen- 
eral: 

(a) Review powers of Comptroller General limited to 
fraud with every administrative aid for detecting fraud. 

(b) That all sizable settlements be made by teams of 
negotiators. 

(c) These teams to file written reports and keep full 
records of the bases of settlement. 

(d) ‘Contractors to keep records for 3 years. 

(e) That the Comptroller General and the Attorney 
General be added to the Joint Contract Termination Board. 

(f) Further administrative safeguards now under study. 


4. Establishment on an operating basis of a Joint Con- 
tract Termination Board within the Office of War Mobiliza- 
tion, to unify procedures and policies of all agencies: 

(a) The Board chairman to be a civilian, independent 
of any of the procurement agencies, answerable to the Di- 
rector of War Mobilization. 

(b) This chairman to require progress reports from all 
agencies and to report regularly to Congress. 

(c) Also to maintain a running survey of the extent to 
which V and VT loans and the new T loans are taken out. 

(d) To keep a constant eye on all aspects of contract 
settlement recommending any changes that become necessary. 

(e) The War Production Board be added to the Joint 
Contract Board. 


5. Spread acceptance by war contractors of the Uniform 
Termination Article for fixed-price contracts. 


6. Speed the handling of subcontractor claims: 

(a) The procurement agencies to be authorized by legis- 
lation to protect subcontractors in event of insolvency or 
default of their customers. 

(b) A standard termination article for subcontractors 
to be completed soon to supplement the uniform termination 
article for prime contractors. 

(c) A minimum figure to be set by the Director of War 
Mobilization below which nuisance-sized claims can be im- 
mediately validated with suitable safeguards. 


(d) Vigorous experiment with the so-called company- 
sized type of settlement, seeking a workable plan. 


7. Schools to be set up around the country for training 
Government negotiators and contractor representatives in 
the same classrooms. 


8. Prompt clearance of Government property from pri- 
vate plants not later than 60 days after the filing of inven- 
tory lists, the manufacturers having the right to remove and 
store the property earlier at their own risks. 


9. This entire termination program to be put into effect 
by the agencies at once to the extent administratively possible. 
10. Prompt enactment of legislation to make this pro- 
gram fully effective, including appropriate authority to per- 
mit company-wide settlements, to the extent found 
practicable. 
C. SURPLUS PROPERTY 


1. The Director of War Mobilization to name a Sur- 
plus Property Administrator in the Office of War Mobiliza- 
tion with full authority for handling every aspect of surplus 
disposal. 

2. A Surplus Property Policy Board, the Administrator 
as chairman with full and final authority, and with these 
agencies represented: War, Navy, Treasury, Reconstruction 
Finance Corporation, Maritime Commission, War Produc- 
tion Board, Bureau of the Budget, the Food Administrator, 
the Attorney General, Federal Works Agency, State Depart- 
ment, and Foreign Economic Administration. 


3. Four major outlets to handle actual disposal, each in 
a clearly defined field, with no overlappings: 

(a) Consumer goods to the Treasury Procurement 
Division. 

(b) Capital and producer goods, all types of industrial 
property, to a single corporation within the Reconstruction 
Finance Corporation, consolidating present R. F. C. sub- 
sidiaries. 

(c) Ships and maritime property to the Maritime Com- 
mission. 

(d) Food to the Food Administrator. 

4. All of these agencies, as well as any other agencies 
called upon to handle special disposal problems, ts follow 
policies laid down by the Administrator in consultation with 
the Policy Board. 

5. The Surplus Administrator to report to Congress as 
soon as possible on legislation needed, basing his recom- 
mendations on actual experience with the problem. 


6. Our own suggestions as to the broad policies that the 
Surplus Administrator may wish to follow are summed up in 
10 basic principles: 

“1. Sell as much as he can as early as he can without 
unduly disrupting normal trade. 

“2. Listen to pressure groups, but act in the national 
interest. 

“3 No sales, no rentals to speculators, none to pro- 
moters. 

“4. Get fair market prices for the values with proceeds 
of all sales going to reduce the national debt. 

“5S Sell as in a goldfish bowl, with records always open 
to public inspection. 

“6. As far as practicable, use the same regular channels 
of trade that private business would in disposing of the 
particular properties. 

“7. No Government operation of surplus war plants in 
competition with private industry. 

“8. No monopoly; equal access to surpluses for all busi- 
nesses; preference to local ownership, but no subsidizing of 
one part of the country against another. 
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“9. Scrap what must be scrapped, but no deliberate de- 
struction of useful property. 

“10. Before selling surplus equipment abroad, assure 
America’s own productive efficiency on which our high wages 
and high living standards rest.” 

7. The Surplus Administrator to be a man of proven 
executive capacity, business sagacity, unquestioned integrity, 
and great courage to fight off the selfish interests who will 
be seeking to exploit these surpluses. 

8. The facts on all sales to be open to public inspection, 
with regular reports from each disposal agency to Congress. 

9. All of the disposal agencies to make effective use of 
industry advisory committees. 

10. The disposal agencies to lease as well as sell, to ex- 
change properties, to sell on credit—but leasing must not be- 
come a hidden device for Government ownership of sub- 
sidies. 

11. The Army and the Navy to examine their inven- 
of the most critical civilian items to see what can be 
safely released during the war for the civilian economy with- 
out hurting the war. 


tories 


12. Surplus Administrator to study how to centralize 
the handling of real property, also, to explore the possibili- 
ties of beginning to liquidate Government holdings. 

13. The closest cooperation between the War Production 
Board and the Surplus Administrator so that controls do not 
necessarily hinder disposition by unduly limiting potential 
buyers, particularly in assuring prompt disposal of small 
quantities of surplus materials. 

14. The Surplus Administrator and the disposal agencies 
to have available to them in carrying out their policies the 
entire field force of all the various agencies, including the 
S¢CTy ices, 

Mr. President, the summary includes three parts. The 
first is the human side of demobilization, under recom- 
mendation A. ‘That part relates to the Work Director. 
It proposes none of the vast powers for the Work Director 
contained in the Murray-Kilgore bill. 

Recommendation B relates to the settlement of ter- 
minated war contracts. That subject was dealt with in a 
bill which Congress has already passed. 

Recommendation C deals with surplus property. That 
subject is dealt with in a bill introduced today by the Senator 
from Tennessee [Mr, Stewart]. I hope that bill may be 
reported in some form by the Military Affairs Subcommit- 
tee before Monday of next week. 

Those are the three things which the Baruch report 
recommended, and those are the things which we are now 
considering. ‘The current discussion of the pending bill 
should therefore deal with the subject of the human side of 
demobilization, as covered by the Baruch report. 

The second function of this bill is to set up an over-all 
agency, headed by a Director of War Mobilization and Re- 
conversion. It is proposed to continue the Office of War 
Mobilization, which is an over-all agency for war purposes, 
as an over-all peace agency over the other three agencies. 
Therefore, the questions which we have before us deal, 
first, with the general over-all agency, laying down certain 
principles of legislation, and, second, creating a Work Di- 
rector to have some general supervision over the problem 
of the human side of demobilization. 


THE VAST POWERS OF THE MURRAY-KILGORE BILL 


I wish to discus the amendment offered by the Senator 
from Montana [Mr. Murray] and the Senator from West 
Virginia [Mr. Kircore}. 


In the first place, the first paragraph, title I, section 101, 
would set up an over-all Director. The powers proposed 
to be given are rather comprehensive. The George amend- 
ment is substantially the same, except that it makes some- 
what more clear the fact that no additional powers are in- 
tended to be conferred. The language of the George amend- 
ment is as follows: 

Nothing contained in this section shall be construed as 
authorizing any activities which are not within the scope of 
the powers possessed by the President or the executive 
agencies under existing law or future acts of the Congress. 

So it is intended merely to give the over-all Director 
power to coordinate the programs of other agencies. 

But the Murray-Kilgore bill gives much more extensive 
bureaucratic powers to the Director than does the George 
bill. It provides first that he shall— 
evaluate and report on current and projected public and 
private activities affecting war mobilization and peacetime 
full production and employment; survey continuously the 
necessity for such additional programs of legislation as will 
achieve the objects of this act; promote and assist in the de- 
velopment of war mobilization and post-war adjustment 
plans and surveys by other Government agencies, such sur- 
veys shall include (without being limited thereto) programs 
and measures for public works, housing, taxation, industrial 
and regional development, expansion of foreign trade, social 
security, and the maintenance of competitive enterprise. 

In other words, that would give him full power, as I 
see it, to set up a new National Resources Planning Board, 
such as the one which was abolished by Congress last year. 
In fact, I have no doubt that if that provision were enacted 
into law, the same individuals who were operating the 
National Resources Planning Board, most of whom are now 
scattered among other agencies, would be again placed on 
a National Resources Planning Board. 

The bill also provides for an assistant director, who is 
not provided for in the George bill. He is called a deputy 
director. He would receive a salary of $10,000 a year. 

It shall be the function of the Deputy Director and the 
Division of Programs and Projects to assist the Director in 
discharging his responsibilities under subsection (c) of this 
section, 

(c) In addition to any authority which the President may 
delegate to him, the Director shall, subject to the direction 
of the President and with the assistance of the Deputy 
Director— 

And so forth. In other words, as I see it, we would have 
a Knudsen-Hillman concept again. It is proposed to set 
up a board with two individuals at the top, the second of 
whom must always be consulted. I do not know whether 
this bill was in any way inspired by Mr. Hillman, but I 
cannot help thinking that the position which is proposed to 
be created is one which is designed for a man with the labor 
views of Mr. Hillman. 

The bill proceeds and confers rather broader powers than 
are given in the George bill. The Director is given power 
to direct a Government agency to rescind, modify, or amend 
any regulation or order. 

Then there is created something called a National «ro- 
duction-Employment Board, consisting of three representa- 
tives of industry, three representatives of labor, three repre- 
sentatives of agriculture, and one public member who shall 
be the chairman—a kind of special-interest bill. 

In the George bill provision is made for the creation of a 
committee; but the committee provided for in the George 
bill is merely advisory to the Administrator. Apparently the 
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Kilgore bill considers that the Board shall have certain 
powers of its own, for it provides— 

(b) It shall be the general function of the Board to re- 
view the programs and activities of the Director and other 
Government agencies with respect to war mobilization and 
post-war adjustment and make to the President, the Con- 
gress, and the Director such recommendations relating to 
legislation, policies, and procedures as it may deem necessary 
to achieve the objectives of this act. 

In other words, the Board will review everything the Di- 
rector does, and will rush to the President whenever the 
Director does anything they think is not suitable or is not in 
accord with what they think should be done. 

In addition to that, on page 8, in subsection (e), it is 
provided that— 

The Director, with the advice and consent of the Board, 
shall— 

(1) establish industry advisory councils for the various 
industries, and area advisory councils for various geographic 
areas, which are substantially and directly affected by the 
policies, programs, and operations of Government agencies 
performing functions subject to the jurisdiction of the 
Office. 

These industry committees are to be something like the 
former N. R. A. committees. They are going to decide how 
much production should be allowed. The whole thing con- 
templates, as I see it, a full control of production for some 
2 or 3 years after the war, and these committees are to be 
the means of carrying it out. ‘These industry committees 
are made up of industrial members and labor members or 
made up of all labor members, so far as the bill provides, for 
the Director may appoint anyone he wishes to serve on these 
industry and area advisory committees. It is recognized that 
this may threaten a kind of monopoly control in violation of 
the anti-trust laws, because down at the bottom of the page 
it is provided— 

That full information on all such councils shall be sub- 
mitted to the Attorney General and no such councils shall 
continue any operations or activities which the Attorney 
General finds and certifies to the Director tend to promote 
the restraint of trade or the extension of monopoly. 

It is pointed out by Mr. Arthur Krock that if the Attor- 
ney General approves of an N. R. A., he can merely with- 
hold any opinion, and then the committees can go ahead 
with any plans they choose to formulate, or any industry 
codes. 

It seems to me that the whole tone of the Kilgore bill in 
title I indicates a completely integrated control of industry, 
labor, and everyone else for a period of 3 years after the war, 
whereas all that the Baruch report recommends and all that 
the George bill does is to create an over-all Director who 
shall have general power to coordinate the plans of the 
various agencies of the Government under the powers which 
have already been conferred upon the Government. 

In a provision of section 201 (b) the War Production 
Board is given extensive power. The bill now steps out- 
side the Director of War Mobilization and Adjustment and 
goes to the War Production Board. The bill provides that 
it shall permit the expansion of plans and shall have the right 
to tell the War Department it must permit civilian produc- 
tion to resume. Conceivably, we might give that power to 
the over-all Director of Mobilization such as Mr. Byrnes; 
but certainly I do not think Congress wishes to bestow upon 
the War Production Board the right to say that a certain 
industry shall now begin to operate, even though the War 
Department thinks its operation will interfere with the suc- 
cessful prosecution of the war. 











































When we reach page 11 we find that the Murray-Kilgore 
bill begins to interfere with the whole operation of the ter- 
mination-of-contracts bill. For instance, on page 12, in 
paragraph (2), the Director is authorized to— 

(2) Establish policies and procedures to be followed by 
the contracting agencies in the curtailment, nonrenewal, and 
termination of contracts, to include as he may deem neces- 
sary the submission of detailed programs for approval. 

So that having passed the contract-termination bill and 
having worked it out with the House at great length, the 
Senate is now asked to give someone else the power to change 
the whole thing; and by subsection (d), on page 13, we 
would even repeal a part of the contract-termination bill. 
Of course the George bill does none of that. 

I do not intend to deal with the whole question of un- 
employment compensation, but we come to the question of 
the Work Administrator and the powers which are given 
to him. He is under a general director, but he is given these 
extensive powers: 

The Work Administrator shall prescribe regulations and 
issue directives to Federal agencies necessary to effectuate 
the objectives of this title and all such Federal agncies shall 
be governed by these. 

He is given powers to prescribe regulations to effectuate 
the objectives of the title. Every court of which I know 
would consider that to be a delegation of legislative power 
to make regulations having the effect of law. 

Mr. President, what are the objectives of that title? 
The first objective is— 

(a) To facilitate the most effective mobilization and 
maximum utilization of the Nation’s manpower in the 
prosecution of the war. 

In other words, by regulations to effectuate “the objec- 
tives of this title,” the Work Administrator can clearly pre- 
scribe a national service act. He may do anything “to facili- 
tate the most effective mobilization and maximum utilization 
of the Nation’s manpower in the prosecution of the war.” 
The War Manpower Commission is doing something along 
that line without much authority but once this bill is en- 
acted into law, the Work Administrator may issue any order 
he pleases regarding the impressment of men into work, re- 
quiring them to work, drafting them for any work he 
sees fit. 

The second objective is— 

(b) To maintain maximum employment in the transition 
from war to peacetime production. 

Under that it appears to me that the Work Administrator 
could prescribe regulations for a complete P. W. A. and 
could establish a P. W. A. 

We have talked about abolishing bureaus. The Work 
Administrator could establish more bureaus, under the Mur- 
ray-Kilgore bill, than the Senator from Virginia [Mr. 
Byrp] could abolish in the course of 3 years of the hardest 
kind of work. 

The third objective is— 

(c) To provide for the coordination of the demobiliza- 
tion of servicemen with employment opportunities under a 
policy of demobilizing servicemen as rapidly as the military 
situation permits. 

The Work Administrator could issue regulations binding 
the Army and Navy as to exactly how they should proceed 
to demobilize servicemen. 

The fourth objective is— 

(d) To provide necessary training of ex-servicemen and 
war workers. 

Under that objective the Work Administrator could cer- 
tainly set up a new and bigger N. Y. A., and could proceed 
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to set up a general Federal plan of training—an = & & 
or a C. C. C., or any other bureau he might see fit to set up. 

The fifth objective, finally, 1s— 

(e) ‘To provide the necessary economic assistance to re- 
turning cx-servicemen and war workers in connection with 
transfer, training, and reemployment. 

In other words, he may authorize any spending he sees 
fit to authorize and may set up any bureau to engage in 
such spending. 

The only restraint which I can see on the Work Ad- 
ministrator is that if he wishes to spend some money, of 
course he has to come back to the Congress to get the appro- 
priations in order to have the money to spend. But we have 
seen how effective that restraint is in trying to check the 
establishment of bureaus. Bureau after bureau has been set 
up in the Government during the war without any authority 
from Congress. I do not know how they financed themselves 
for the time being, but finally they have come to Congress 
and Congress has had to give them the financing necessary 
to enable them to continue. 

Of course, Mr. President, the Murray-Kilgore bill goes 
further than unemployment compensation. It provides for 
transportation; namely— 

The Work Administrator is hereby authorized to pay the 
cost of transportation of workers and ex-servicemen, includ- 
ing transportation of dependents and household effects from 
their last previous residence to new jobs, in accordance with 
such regulations as may be prescribed by the Work Ad- 
ministrator. 

‘That seems to me to give the Work Administrator power 
for the next 3 years to move people all over the United 
States at Government expense. Whenever a man wanted a 
new job, or the Administrator thinks there ought to be more 
workmen in one place, and fewer in another, any workman 
could be moved back and forth across the country. 

Under the George bill he would be permitted merely to 
obtain the money in order to return home. If he did not 
wish to go home he could indicate one other place to which 
he wished to go. As I read the George bill, there would be 
only one payment to those who are away from home and 
are offered transportation to their homes. In my opinion, 
there may be cases in which a number of persons will be 
stranded at a plant in the country, or at some place in the 
desert, and there should be authority by which relief could 
be granted in that kind of a situation and the persons who 
are stranded in those places brought back to the places from 
which they came. But under the Kilgore bill there would be 
an indefinite power granted for the next 3 years to move 
people all over the United States at Government expense. 

Under paragraph (b) of section 306 there is the following 
language: 

The United States Employment Service shall be con- 
tinued as a nationally operated system of public employment 
offices for a period of 2 years after the termination of hostili- 
ties as proclaimed by the President or by concurrent resolu- 
tion of the Congress. 

That means that the U. S. E. S. is to be continued for at 
least 3 vears more. The Congress is asked to tie its hands 
as to any further disposition. I see no reason why any pro- 
vision of that kind should be made at the present time. The 
United States Employment Service is now proceeding under 
war powers. It will continue until the termination of 
hostilities, and then there should be worked out a joint 
State-Federal employment system so that the matter of em- 
ployment can be turned back to the States, to be operated 
in connection with the unemployment-compensation bureaus 
of the various States. That is what every State wants. The 
States turned over those powers only because the President 


demanded it following Pearl Harbor. He insisted upon the 
transfer being made, and nearly every Governor stipulated 
that the powers should be returned to the States just as 
soon as the war came to an end. 

The next provision dealing with vocational training has 
been somewhat changed by the amendment which has been 
offered. So far as | can see, however, it is not substantially 
different. It still provides for 6 months of training, Gov- 
ernment compensation at the rate of $50 a month for a man 
without dependents, $75 a month if he has one dependent, 
and $100 a month if he has two or more dependents. Those 
rates apply while he is engaged in receiving 6 months of 
vocational training. 


NO PARALLEL BETWEEN CIVILIANS AND VETERANS 


Of course, we supply educational facilities to soldiers. But 
I am unable to see the parallel between soldiers and work- 
men who have already been engaged in war work, and who 
presumably have learned the general character of the work 
in which they have been engaged. ‘They have learned and 
are familiar with a trade. I feel confident that in nearly 
every case those men are prepared to look after their own 
training, or to go to the State training institutions which 
have been established and are supported partly by Federal 
funds. Some time ago, last year, as I recall, Congress passed 
a retraining and rehabilitation bill. The bill provided that 
the Federal Government should give assistance to State sys- 
tems. Such a provision is entirely adequate. 

The attempt to draw a parallel between ex-servicemen 
and workmen is entirely wrong. Ex-servicemen are serving 
in the war for as little as $50 a month. During the same 
time nearly all civilian workers have been receiving wages 
which are much higher than were ever before paid in the 
United States. We have sold more than $25,000,000,000 
worth of E bonds. That amount constitutes a reserve with 
which to take care of needy people. In addition to that, the 
currency of the United States has increased from $6,000,- 
000,000 to $22,000,000,000, which must represent a very 
considerable amount of savings in cash. 

Mr. Mivukin. Mr. President, will the Senator yield? 

Mr. Tarr. I yield. 

Mr. Mirurkin. May I remind the distinguished Sen- 
ator from Ohio that as of last April there was approximately 
$107,000,000,000 in our banks, representing $10,000,000,- 
000 of Government funds, plus about $62,000,000,000 of 
demand deposits, and $34,000,000,000 plus of savings 
deposits. 

Mr. Tarr. That should be added in part to the cur- 
rency and to the E bonds to which I have referred in esti- 
mating civilian savings. The Army and Navy put on a drive 
for the sale of E bonds, and they have received excellent re- 
sponses, considering what the soldiers receive in the way of 
wages, but the actual amount of bonds sold to the soldiers 
and sailors as of today is about $815,000,000. While the 
men and women in the service have been able to buy $815,- 
000,000 worth of bonds, the people at home, because of 
the wages which they have been receiving, have been able to 
buy approximately $24,500,000,000 worth of E_ bonds. 
Certainly no parallel can be drawn between what the Gov- 
ernment owes to the servicemen and what it owes to work- 
men who have been working in war industries at reasonable 
civilian wages and, in many cases, high wages. 

The mustering-out pay, which was provided by the G. I. 
bill, is proposed to be nearly doubled. It was satisfactory to 
the soldiers and was worked out in a compromise between 
the Senate and the House. There seems to be no reason to 
increase the compensation except that since we are throwing 
away money to the workmen, it is thought that we must in- 
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crease the compensation to the soldiers by some parallel 
provision. 

MURRAY-KILGORE BILL MISCONCEIVES CHARACTER OF 

UNEMPLOYMENT INSURANCE 

I wish to say a word or two with reference to unemploy- 
ment compensation. I believe that those who have drawn 
the pending bill have entirely misconceived the real purpose 
of unemployment-compensation insurance. Unemployment 
compensation insurance is not supposed to be relief. It is 
not supposed to meet a great relief crisis. In England and 
in this country the period during which compensation may 
be paid is limited to 26 weeks. The payment is in cash. It 
is intended merely to insure the workman against short 
periods of unemployment. It has always been contemplated 
that if it is impossible to get a workman back to work in 6 
months, something else must be done. He should not be idle 
longer. 

Nearly every social plan I have ever seen proposes that 
when the period of 6 months comes to an end provision must 
then be made for work relief if there still exists a severe 
unemployment crisis. Some type of work relief should be 
worked out between the States and the Government, and if 
there is any such crisis as that to which I have referred we 
shall have to develop some plan in order to get men to work. 
But the purpose of unemployment compensation is merely 
insurance. It is intended to make cash payments as an inci- 
dent to the work which has already been done and wages 
already earned. Some part of the men’s wages has been put 
aside by the employer in order to create a fund. 

The argument that we should now undertake to deal with 
the unemployment insurance problem on the theory that 
there will be a great depression is entirely erroneous. It has 
been pointed out that any attempt to base unemployment in- 
surance on the number of dependents which the beneficiary 
may have is not unemployment insurance at all. What is 
provided here is not unemployment compensation. It goes 
beyond the purpose of unemployment compensation. ‘The 
States have provided what unemployment compensation is to 
be. The compensation may be low in some States, but liv- 
ing costs may be low in some States. When a man is re- 
ceiving something without working there is always the dan- 
ger that he may make no effort to obtain work, and many 
of the States have felt that the compensation should not be 
more than $15 a week. I believe that the increase in living 
costs warrant the compensation being increased to $20 a 
week in some States, and in other States to $25. But that is 
a matter for the States to determine. 

If we are to provide for relief we must do something en- 
tirely different. We cannot do it merely by paying people a 
dole. If there is to be any such unemployment as has been 
suggested here, we must provide some great general plan of 
work relief. 

Furthermore, unemployment is a very uncertain term. No 
one has ever made a very satisfactory census of unemploy- 
ment. Should every man who wants a job be counted as 
unemployed? Are we to undertake to provide work for two, 
three, and possibly four workers in a family even though one 
man in the family has a very good job? What about the 
two or three million housewives who have been working in 
the shops? Strictly speaking, when they return to their 
homes and give up work they should not be counted as un- 
employed. I do not know whether they are included in Mr. 
Altmeyer’s figures, but it seems quite obvious that if the wife 
of a soldier was working while her husband was abroad, and 
discontinued her employment after he returned home, she 
should not be counted as unemployed. Yet if she lists her 
name as willing to take work she will get that benefit for 


anywhere from 3 to 5 years, because obviously there is not 
going to be work for those women. There is always going 
to be a priority for servicemen, anyway. So she can with 
perfect safety list her name for work and be quite confident 
she is not going to be required to work. So I say that this 
bill in its general dishing out of money to everybody goes 
far beyond any purpose of unemployment compensation. 


THE POST-WAR FINANCIAL CRISIS 


Mr. President, we face a tremendous Budget after the 
war. The most conservative estimate of Government ex- 
penditures after the war I have seen is $17,000,000,000 a 
year. I think $20,000,000,000 is much closer to it. There 
will be $6,000,000,000 for interest alone in all probability; 
there will be four or five billion dollars for current Govern- 
ment expenses; there will be at least $5,000,000,000 for the 
Army and Navy on a permanent basis. I discussed the mat- 
ter last night with a man who is familiar with it who thinks 
the Army and Navy are planning on a post-war expenditure 
of from seven to eight billion dollars, instead of $5,000,000,- 
000. I would hope it could be held to $5,000,000,000. 
Under the plan we have adopted, we are certainly going to 
pay at least $2,000,000,000 a year for the veterans for hos- 
pitalization alone. The bill for the last war is about $600,- 
000,000, and I should think that without considering the 
provisions of the G. I. bill, except as to hospital service, 
there will be required $2,000,000,000 a year for hospitaliza- 
tion as a permanent feature. Many of the provisions of the 
G. I. bill are simply temporary, which perhaps we can 
charge to the cost of the war. So, in my opinion, we are 
going to have an annual Government expenditure of $20,- 
000,000,000, and no one, so far as I know, has devised a 
tax measure that will raise that much money. I do not know 
how it is going to be raised. 

The present tax bill raises about $45,000,000,000 a year 
on a national income of $150,000,000,000, which cannot 
possibly be continued. If the national income is reduced to 
$120,000,000,000, the present tax system might raise some- 
thing like $25,000,000,000, but certainly everyone agrees that 
it will be necessary to cut the taxes on individuals; it will 
be necessary to cut the taxes on corporations if the people are 
to have opportunity to work at all, if industry is to be 
stimulated. There are various plans. One proposes to cut 
corporation taxes and another wants to cut the individual 
taxes, but if we are going to raise anything like seventeen or 
twenty billion dollars of revenue, we are bound to have a 
very heavy tax burden under any circumstances. 

I think obviously we must levy taxes that will meet our 
necessities. It is said that many new things must be done 
by the Federal Government because the States cannot do 
them. It is said they cannot do them because they have not 
the taxing power. Therefore, it has to be done by Federal 
taxation. But what evidence is there that the Federal Gov- 
ernment can raise more than $20,000,000,000 a year in nor- 
mal peacetimes without choking incentive to death? Who 
has devised such a system? What is the basis of the assump- 
tion that the Federal Government can find a tax system to 
give it unlimited money to spend for every single purpose? 

I believe very strongly that if we are to be successful at 
all, we must limit Government expenditures. We cannot go 
on collecting vast sums of billions of dollars year after year 
to be paid out by the Government to individuals throughout 
the United States. 

Mr. Downey. May I ask of the distinguished Senator 
if it is not agreed by economists, both from the conservative 
and the radical group, as well as by industrialists, that gen- 
eral employment in the United States in the post-war era on 
a 40-hour week, with the soldiers returned and the women 
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and other extraordinary workers out of employment, would 
produce within a year or two $150,000,000,000 national in- 
come ? 

Mr. Tarr. No; I do not think that is agreed at all. I 
do not see how we can possibly tell whether we can employ 
all the people who want work or not until we actually try 
it. I hope we can. Obviously we cannot employ them at 
present day take-home wages. That is an impossibility on 
the basis of anybody’s figures. 

In any event, my point is that we are going to have a 
tremendous tax burden at best. If we go on in anything like 
this bill, we are going to wreck the United States there can 
be no question about that. Either the tax burden will be so 
heavy that industry cannot operate—and if the present cor- 
poration tax structure is maintained there will be no in- 
centive to go into business or to continue in old business— 
or the business tax burden will be so heavy as gradually to 
destroy private enterprise and cause the Government to take 
over, thereby bringing about a form of State socialism. 

Or resort will be had to the alternative philosophy, which 
the proponents of this bill seem to espouse, of borrowing 
money at a rate of from ten to twenty billion dollars a year 
and increase the national debt by that amount. That would 
mean real inflation. We have had a hard enough time to 
hold prices to present levels because of the Government 
deficit. People are willing to save and submit to controls in 
time of war but they will never submit to them in times of 
peace. If we continue with a deficit of $15,000,000,000 a 
year—and that is about what it is—we will undoubtedly 
force prices up until there is brought about complete infla- 
tion, which will wreck our whole economic system. If we 
are going to go forward we will have to balance the budget. 
We are going to have a hard enough time to deal with a debt 
of $300,000,000,000, and if we are going to add to it con- 
stantly every year it will not be very long until the whole 
structure breaks down. 

We must consider all the proposed expenditures. That 
proposed by this bill is only one; there are a dozen other 
bills proposing expenditures of billions of dollars which, if 
they are all enacted by the Congress, will build up to some- 
thing like an annual budget of $50,000,000,000 a year, and 
if we start in peacetime with that kind of a budget we will 
find there is nothing left of this country and the institutions 
under which we have grown up with and which incidentally 
have made this country the rich and powerful and successful 
nation it is. 


MURRAY-KILGORE- BILL 
SOUND GOVERNMENT; THE GEORGE BILL 
THE MACHINERY NECESSARY TO 
AND REEMPLOYMENT 


VIOLATES EVERY PRINCIPLE OF 
PROVIDES ALL 


ACHIEVE RECONVERSION 


Mr. President, the Murray-Kilgore bill violates every 
principle of sound government in the post-war era. In the 
first place, it suppresses local self-government; it places in 
the Federal Government all control of labor, all control of 
unemployment compensation, all control of reemployment. 
In the second place, it delegates complete legislative power. 
I suppose there is no Senator here who has not said he is in 
favor of Congress passing the laws and not giving the power 
to some bureaucrat to do so. Yet it is proposed, by the pend- 
ing bill, simply to hand over to some bureaucrat the power 
to make any law and, in effect, do anything he thinks neces- 
sary to help in this supposed post-war emergency. 

In the third place, it would destroy individual liberty, be- 
cause it would impose an N. R. A. control over all industry, 
and impose a work administrator’s control over all indi- 
viduals. 








Finally, it proposes unlimited spending. It adopts the 
theory that every problem we have to meet is to be solved 
simply by more Government power and more Government 
spending. 

There is no Member of the Senate who has not talked 
against bureaucracy and the establishment of bureaus, yet 
here it is proposed that we establish a whole series of new 
bureaus to deal with every problem which Congress itself 
has not adequately considered. 

The alternative, the George bill, is a simple bill which 
does no more than provide the implementation of the Baruch 
plan and the report of the George post-war committee made 
last spring, which was very much in accord with the Baruch 
plan. We can solve our problems by sound principles just as 
well as we can by some kind of Federal panacea of spending. 
We have an existing system of State unemployment compen- 
sation. There has been built up $6,000,000,000 in the un- 
employment compensation funds to take care of just the 
emergency that is contemplated. If it is thought the benefits 
are not adequate, why does not the C. I. O. go to the State 
legislatures? I have no doubt that the same pressure that is 
being brought here, if brought on the State legislatures, 
would produce a $20 weekly wage in any legislature I can 
think of, because it is recognized that the benefits may have 
been low, that costs of living have gone up, and that $20 
is reasonable. 


The George bill provides simple power to the Work Ad- 
ministrator to go over the whole retraining problem and sub- 
mit further recommendations to the Congress, if it seems that 
the present system should be expanded. But there is a State 
system of vocational education, there is a retraining system 
already established, supported in part by Federal funds. We 
do not have to give the Work Administrator power to set 
up an entirely new system, and the George bill does not do 
that. 


In general, what American workmen want is opportunity 
to find jobs. They do not want to be ordered around. I do 
not believe they are interested in more unemployment com- 
pensation. Most of them have saved their money. They 
want to take a little vacation in their own time, and then 
look for the jobs they want, and they want to do that by 
themselves. What is proposed by the George bill is that the 
Federal Government give them the information necessary, 
and assist them to obtain employment. That is what the 
American workman has always done, and that is what he 
will do after the present war. 


Finally, the George bill provides no vast plan of Federal 
spending. Altogether it would add somewhat less than a 
billion dollars to the total expenditures after the war, and it 
would not provide for that permanently, because the ex- 
penditure will have to be taken up by unemployment com- 
pensation taxes. The Federal Government will have to fig- 
ure hereafter, when it employs people, that it will have to 
pay some unemployment compensation insurance, so that 
Federal employees will also have insurance. 


Mr. President, in the Murray-Kilgore bill we have a plan 
which would be absolutely destructive of the entire Amer- 
ican economy after the war. As against that we have the 
George bill which implements the Baruch report and gives 
the Government power to deal with the situation in an in- 
telligent American way. This plan will, I feel confident, 
be far more likely to produce prosperity and jobs than'a plan 
which will be advertised as a general Government attempt 
to continue complete regulation and lavish Government 
spending for at least 3 years after the termination of the war 
with Germany. 





